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ENERGY ECONOMICS INTER-AMERICAN AFFAIRS 


BRIEFS 


NEW SALTO GRANDE TUKBINES--Buenos Aires, 27 Mar (NA)--Two new turbines have been 
put into operation at the Argentine-Urguayan Salto Grande hydroelectric dam which 
means that 8 of the 14 turbines originally planned are already generating power and 
the dam's current output is 1,080,000 kw. [Buenos Aires NOTICIAS ARGENTINAS in 
Spanish 1645 GMT 27 Mar 81 PY] 
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YPF SUBMITS 5--YEAR PROGRESS REPORT TO ECONOMY MINISTRY 


Buenos Aires LA PRENSA in Spanish 12 Mar 81 Sec 2 p 1 


[Text] The Government Oil Deposits company (YPF) prepared a report at the re uest 
of the Miristry of Economy of the Nation in which it reviews the activity during 
the period between 1976 and 1980. 


With regard to the exploratory activity, it states that, despite the increase there- 
in after April 1976, it was insufficient until 1977, both qualitatively and quanti- 
tatively, for incorporating new hydrocarbon reserves. This caused the constant 
decline in proven petroleum and natural gas reserves between 1973 and 1977. 


To reverse the negative trend in the area of reserves (the report states), the most 
advanced technology available was incorporated; for the first time, a training plan 
was undertaken for professional and technical personnel; and there was a considerable 
increase in the exploratory work. 


As indicators of what has been achieved, the report mentions that geophysical acti- 
vity during the period 1976-80 increased by 355.9 percent, moving from 75,154 to 
342,435 positions recorded. With regard to the kilometers of lines recorded, the 
increase was 120 percent for the same interval, rising from 9,625 kilometers in 
1976 to 21,163 in 1980. 


The larger number of posi.ions in relation to the lines is indicative of the increas- 
ed effort expended on each kilometer of seismic !ine recorded, for the purpose of 
obtaining better information concerning the data accrued. 


The implementation of a new type of activity called a "continuous operating system," 
made it possible to take full advantage of the available capacity. This represented 
an increase in administrative activity of 266 percent, with a 41 percent reduction 
in personnel. In 1978, there began the contracting of private firms providing 
geophysical services which, together with the administrative activity, made it 
possible to attain the aforementioned results. 


Drilling 


Insofar as drilling is concerned, the report indicates that, up until 1977, the 
company had an equipped supply of 50 drilling rigs, many of them obsolete and with 
serious technical defects. These difficultires were reflected in meager output. 
Starting that year, a thorough reorganization was undertaken in the YPF drilling 
area, which made it possible to lend this activity greater efficiency. 

















Moreover, in 1977 there began a process of streamlining the stock of rigs. By the 
end of that year it was reduced to 42 percent, and by December 1980 there were 39 
rigs. As a result of the measures that were adopted, the output from the drilling 
rige since 1977 has shown constant, sizable increases in efficiency. For example, 
in October 1980 a historic record was set for drilling output, amounting to 2,554 
meters per rig per month. 


The private participation, for its part, assumed essential importance in the area, 
because it made it possible for the total number of wells drilled in the country 

for exploration and development to increase significantly since 1976, owing mainly 
to the increased drilling done by virtue of development contracts. In 1980, 955 
wells were drilled, representing 56 percent more than in 1976. This figure includes 
seven wells drilled in areas under risk contracts. 


Production 


The report states that, insofar as production is concerned, the state of decline 
resulted in a constant reduction since 1973, a tendency that was modified starting 
in mid-1976. In that year, 22,956,020 cubic meters were produced, with 74 percent 
attributed to the administration and 26 percent to contracting companies. 


It adds that, in 1980, the production accrued was an absolute record, because 
28,170,375 cubic meters were extracted, with a 65 percent participation by the 
administration and a 35 percent participation by the contracting companies. It 
should be stressed that, in November 1980, the largest daily average production in 
YPF's history was recorded, with over 79,000 cubic meters per day. 


It is noted that, between 1976 and 1980, the extraction of crude increased by over 
5 million cubic meters, at a rate exceeding a cumulative 5 percent per year. The 
greater increase achieved by the administration is due to improved supervision 
through internal systems, as well as the development of the Loma La Lata deposit 

in Neuquen, the Restinga Ali deposit in Chubut, and the greater gasoline production 
in Canadon Alfa and Piedra in Tierra del Fuego. 


As for the increase in the production accrued through contracts, it is due in part 
to the transfer to private industry of areas previously operated by YPF, which 
increased in number from seven in 1976 to 29 in 1980 (areas in operation); and, 

in addition, the larger contribution of capital and modern technology on the part 
of the contractors. 


Natural Gas 


Natual gas production has increased at the same rate as that of oil. Ome of the 
most significant obstacles in this area was the waste of gas associated which the 
oil that was burned or released into the atmosphere owing to limitations on the 
distribution capacity. The report stresses that both production and deliveries of 
natural gas during 1980 set an historic record, as a result of the entry of the 

La Cuchara, Ramos and Tranquitas deposits, in Salta, and the Lindero Ara and Loma 
La Lata deposits, in Neuquen, during the aforementioned year. 
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(1) PQZOS PERFORADOS EN EL PAIS 











at — ee ar ae | 2692; 

‘propios de terceros (6 Tota tercpros Pals 
mo |") 536 ((5) 9 47 174 602 
1971 339 | 73 462 139 601 
1972 390 181 $71 92 665 
1973 Bx) 81 $12 100 612 
1974 406 216 620 85 70S 
197S 32S 241 566 1— $97 
1976 MI 23 $74 38 "612 
1977 338 219 607 $1 658 
1978 as 199 617 259 376 
1979 408 184 $62 212,—«« 774 
1980 rT) 217 as 270 955 


























(1) inéluye Sreas de Y.P.F. , 
den 9 eontestes de + es por contretistes, concesiones priva- 


(9) 
Key: 
1. Wells drilled in the country 
2. Year 
3. YPF areas 
4. By own rigs 
5. By rigs of third parties 
6. Total 
7. Areas of third parties 
8. Total for country 
9. Includes YPF areas operated by contractors, private concessions and risk 
contracts. 
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ENERGY ECONOMICS ARGENTINA 


OIL-RELATED EFFORTS AIMED AT SELF-SUFFICIENCY DETAILED 
Buenos Aires LA OPINION in Spanish 10 Mar 81 p * 


[Text] While the majority of the nations in t'. world are experienciig serious dif- 
ficulties, as a result of the crisis in the 01 » pp!y, Argentina has for 2 decades 
been producing 93 percent of the crude that it consumes, something which puts it 

in an enviable position internationally. 


During the past 5 years, that level of virtual self-sufficiency has been maintained 
through the incorporation of private companies into the development of the country's 
oil deposits in conjunction with YPF [Government Oil Deposits]. The state company 
issued an extensive report to the press concerning the accomplishments of this 
recent period, from which one infers that the constant disccvery of new hydrocarbon 
reserves is of vital importance to the oil industry, in order to insure the future 
supply. This goal is even more significant in our time, because the era of cheap 
oil has ended, and we must be protected from the frequent oscillations based on 
political and even religious reasons, which upset the international market. 


In that regard, YPF is carrying out extensive exploratory work. Tre seismic posi- 
tions and kilometers of seismic lines achieved in 1980 were 356 and 118 percent 
more, respectively, than those recorded in 1976. This work is of key importance 
to the success of the exploration, because it affors proper knowledge of the 
geological structure of the terrain, before the expensive drilling of wells. 


Also undertaken is an intensive training of personnel in the most modern technology 
available in the field. 


Argentina current! y has proven oil reserves amounting to 392 million cubic meters, 
and gas reserves totaling 641 million cubic meters equivalent to ciude, figure: 
representing 14 and 49 years of production in each instance, if the present consump- 
tion is maintained. These resources rank our country among the 20 nations with the 
largest hydrocarbon reserves in the world. These volumes do not include the poten- 
tial discoveries in risk contract areas wherein great hopes have been vested, 
especially since the recent discovery in the Southern Sea, opposite the Strait of 
Magellan. 


In 1980, 468 wells were drilled with the 39 rigs that YPF owns, the efficiency of 
which is reflected in the setting of the historic record for drilling output of 
25,092 meters per rig during the year. This was made possible by a thorough 




















reorganisation of the area which, among other measures, cleared out a stock which 
as of 1977 totaled 50 units, Also, 217 wells were drilled on the basis of drilling 
contracts in areas operated by YPI, 


Added to the foregoing ie the drilling of 270 wells by private producing companies 
in areas operated under contract with YPF, seven of which were drilled in riak 
contract areas. 


What has been described totale 955 wells for the year, representing a 56 percent 
increase over 1976. 


In 1980, YPF attained a record oil production figure, through the administration 
and through contracts, totaling 28.17 million cubic meters. This represents an 
increase of over 5 million cubic meters over the figure for 1976; which means an 
increment in the extraction at a cumulative annual rate exceeding 5 percent during 
the period. The private sector's participation in production rose from 26 to 35 
percent during the same interval. 


Natural gas extraction increased at the same rate as that of ofl, also reaching an 
absolute record in 1980, as did the state's gas deliveries. 


Starting in 1976, a plan for modernization and reorganization of the YPF refineries 
was undertaken, with the cooperation of native and foreign companies. In 1980, 
records were set in the processing of the majority of light byproducts (gasolines, 
gas oil, avis ‘on fuel), with the resultant reduction in the proportion of heavy 
distillates, which coincided with the market's orientation toward a greater demand 
for the former. 


The major marketing problems in 1976 stemmed from a sales structure distorted by 
the implementation of Decree No 632/74, for “Argentinization" of the sales outlets 
which, until 1974, had belonged to the foreign companies, and from the lack of main- 
tenance or obsolescence in the storage and shipping plants. After that year, with 
the prosressive dislike of the private firms for the system in the aforementioned 
decree, the byproducts market resumed operating under competitive conditions. 
Moreover, the modernization and equipping of the plants started, using modern 
techniques that afforded operational improvements and cost savings. 


The YPF fleet had an average age of 24 years in 1976. Most of the ships comprising 
it were obsolete. This caused a very low percentage of active cargo hold, amounting 
to 55 percent, and large outlays for repairs. Since then, both native and foreign 
modern tankers have been incorporated, and vessels with features that were not 

in keeping with those of a modern oil fleet were discharged from service. So, in 
1980, the average age declined to 11 years; and, during that year, the percentage 
of active cargo hold was 91 percent. 


Based on the principle of the state's subordinate position upheld by the present 
government, an increased participation by the private sector has been fostered in 
both the basic and peripheral areas of the oil business. 


In the area of exploration, Law 21,778 on risk contracts has allowed the awarding, 
up until 1980, of 15 areas (seven otfshore and eight onshore) under this system, 

whereby the contractors assume the mining risk inherent in the search and possible 
development of hydrocarbons. It is also planned to have bidding on two more areas 











tS 


before May 19861, and seven following that date, related to the recent bidding program 
prepared by YPF. The private contribution in these contracts is $640 million in the 
first phase of exploration. Subsequently, when some of these areas go into produc- 
tion, that investment will be multiplied several times, 


Insofar as production is concerned, since 1976 24 areas for development have been 
awarded to private contractors who, to date, have made investments in excess of 
$1.2 billion; which made it possible to improve the efficiency of the deposits, 
to start up secondary recovery projects and to increase the drilling of wells. 


Private industry has played a significant part in many peripheral tasks, such as 
processing and interpretation of geophysical records, transportation of crude and 
byproducts, maintenance of refineries, shipment and supply plants, etc. 


The complexity of the information that quest be handled in our time for correct 
business decision-making requires that a company of the size and importance of YPF 
have a suitable computer capacity. In 1976, there were four computers, which 
issued rather unreliable data. In 1980, 58 computers had been installed throughout 
the country, making intensive use of teleprocessing, which allows for a suitable 
decentralization of the handling of data. Also, there has been a notable improve- 
ment in the control of computerized information, with the resultant inc ease in 
efficiency. 








In 1976, 2.618 million equivalent tons of petroleum (TEP) were imported and 44,000 
TEP were exported; making a deficit of 2.574 million TEP. In 1980, 1,803, 300 

TEP were imported and 1,217,400 TEP were exported, thereby reducing the differ- 
ence to 585,900 TEI. 


In 1980, the economic balance of these figures showed a net expenditure of $203 
million, as compared with $539 million in 1979, despite the considerable increase 
in the price of hydrocarbons on the world market. 


The contracts concluded with the state companies of Iraq and Saudi Arabia in November 
1979 guaranteed the importing of crude at official OPEC prices, preventing dependence 
on the “spot” market, with significantly higher prices, to which we had resorted 
between 1976 and 1979. 
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ENERGY ECONOMICS ARGENT INA 


GASOHOL EXPERIMENT IN TUCUMAN REACHES MARKETABLE STAGE 
Buenos Aires LA NACLON in Spanish 14 Mar 81 p ll 


{Text} “The use of gasohol will have varied repercussions for the province, the 
region and the country,” declared the governor of Tucuman, Brig Gen (ret) Lino 
Domingo Montiel Forzano, in commenting on the marketing of the carburetant mixture 
that will begin tomorrow (Sunday) in that northern province. 


The governor began by explaining that the project was not original, and had prece- 
dents throughout the world. 


He remarked: "We took an old experiment from which we discerned an economic solution 
and for which the present oil crisis provided the situation.” Then he expressed 
appreciation for the forerunners in the research and experimentation, citing among 
them Dr William Cross, with outstanding activity in scientific fields both in the 
country and abroad, who lived in Tucuman for many years. He went on to say that the 
energy crisis had not yet had a very serious effect on the country, owing to the 
self-supply; but noted that oil is a material that becomes depleted; and hence, he 
said, talking about self-supply does not make much sense. The governor added that 
the crisis has also acquired “a political flavor in recent years;" and therefore, 

in view of what has been said previsouly, “this crisis must be eased to the maximum 
extent, not only through one product but also through the combination of all those 
relating to energy.” 


Contributing Factor 


Elsewhere in his remarks, the governor said: "We do not intend gasohol to be the 
solution to the energy problem but we think that it will contribute to a rather 
significant degree." He explained that, with the alcohol (which comes from a renew- 
able source) there is a 12 percent reduction in the use of gasoline, which in other 
cases might reach as much as 100 percent with the use of elements in cars which 

use it without an additive. 


He declared: "In that way, we are cooperating in the national self-supply and for 
the reserving of a critical material." 


Repercussions in the Province and the Region 


With regard to the effect of the use of gasohol on the regional and provincial 
environments, he also said that there are periodic sugar crises which hurt the 




















ocal economy, thus affecting the national economy, with the resultant social 
upheaval. 


We commented: “If the use of gasohol is imposed in the region, and to a greater 
extent in the country, the gasoline consumption market will be guaranteed, avoiding 
the cyclical crises with their peaks, which will decline; therefore, through the 
wee of gasohol we shall also be cooperating in the solution of the sugar problem." 


Marginal Land 


Gen Montiel Forzano argued: “Another aspect to be considered is the use of the 
marginal land.” We said: “It is a well-known fact that sugar cane is highly produc- 
tive in biomass storage, Like sorghum, potatoes, cassava, etc., and depends on the 
existing crops grown in the area from which the biomass that will make it possible 
to obtain the alcoho! may be procured." 


He said: “The Argentine northwest and northeast are the most suitable regions for 
obtaining the biomass, but there are ext: sively unpopulated areas there, such as 
the Salta Chaco, eastern Tucuman, etc. Therefore, we shall have to determine 
which crop in those sections is economically best suited for the final accrual of 
the alcohol to be used for gasohol."” When this has been accomplished, “there 
will occur, with the exploitation, the development of areas that are currently 
arid, and the populating thereof, especially on the borders, where there are 
breeding grounds for future problems relating to the national security, precisely 
because of that lack of population.” 


World Controversy 


Gen Montiel Forzano later mentioned the existing world controversy over using crops 
for food or for energy, claiming that, in our country, the choice was for the for- 
mer. He continued: "There are two factors backing it, which make it possible to 
increase the planting: one the one hand, large unexploited expanses; and, on the 
other, the exploited areas are not being exploited with the maxiaum output from 
the technology. When there is superproduction of food, it enables us to grow 
crops to be used for energy purposes. As soon as 4 balance is achieved it will be 
necessary to seek the limit.” 


Regular Gasohol 


The Tucuman chief executive also remarked that the government insisted on the plan 
to use regular gasohol, in order to give the user a certain amount of peace of 
mind; explaining that the extra or special gasolines would be maintained for high- 
compression automobiles. He said: "We are not yet satisfied with what has been 
achieved, because we are continuing experiments with gasohol that will contain 

15 percent anhydrous alcohol, and also with the execution of a program for super 
gasohol, until the alcohol is used without gasoline. For this purpose, we shall 
have a vehicle donated by the manufacturing firm, which will run exclusively on 
alcohol." 


Moreover, he pointed out that the Obispo Colombres Agroindustrial Experimental 
Station is engaged in genetic research work on alcohol-producing sugar cane, 














and that contacts have been made with firma to establish autonomous alcohol distil- 
leries; in other words, they would not operate in the sugar mille. Thies would 
entail bringing the highest type of technology to Tucuman. 


He concluded by saying that the final goal of the gesohol project was that of 
4 maximum increase in the ecientific research done in Tucuman, and the tranefor- 


mation of that province into the most important research center for the alcohol 
industry. 
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SUGARCANE DISTILLERY SET UP TO PRODUCE ALCOHOL 


Buenos Aires LA NACION in Spanish 14 Mar 81 p 15 


[Text] The anhydrous alcohol to be used for the gasohol carburetant mixture will be 
manufactured on the basis of an agreement with the government of Tucuman Province 
made by the distillery of the San Pablo Sugar Mill, which will thereby become the 
firet of its kind in the country. Accountant Jose Maria Nougues, director of the 
San Pablo Sugar Company, former minister of economy in Tucuman, treasurer of the 
Regional Sugar Center and head of the Chamber of Foreign Commerce and of the Tucuman 
Agroindustrial Experimental Station, made statements on the subject. 


New Opportunities 


He began by saying that the company had, by tradition, sought constantly for new 
opportunities for the sugar sector. In the case of the use of alcohol for fuel, he 
added, studies were started in 1974 in the San Pablo Company, for which there was 
available the collaboration of one of the great enthusiasts in this field, engineer 
Eduardo Vallejo, a professor at the National University of Tucuman. The test results 
were reported to the Energy Secretariat, demonstrating the feasibility of the project. 
He added that the proposal from the governor of Tucuman made it possible to conduct 
the experiments in the company, “introducing an element that is fundamental, namely, 
the policy decision to continue with it, in the absence of which everything accom- 
plished in Tucuman in the fieid would have remained dormant on the shelves of some 
institution, because the project required a driving force to mobilize it." 





With regard to the delays in the project, despite its feasibility, manufacturer 
Nougues noted that it should be explained that there were different phases in the 
lag, some new and others old. tHe added that, although there had been very old tests 
and studies, the first obstacle was the economic possibility, and this was affected 
by the price of a barrel of ofl, which rose only from $1.20 to $1.70 between 1900 
and 1950, and remained stable at $1.80 between 1950 and 1970. Since then, he con- 
tinued, everything has changed, with the price of a barrel exceeding $30.00 in 1980; 
which changes the prospects for what was not viable up until recently. Nougues 
remarked that the other delays stem “from the lack of understanding among the tradi- 
tional element for accepting the introduction of anything new, on the one hand, and 
the lack of a national policy decision to facilitate the materialization of the 
project, on the other.” 


Tests Conducted 


He recalled that tests of its feasibility were conducted in many countries, as well as 
in Tucumin. tie also mentioned the work done in Tucuman by private industry and by the 
Obispo Colombres Agroindustrial Experimental Station, which has been working in this 
field since 1920. tle added: “If there are no technical problems, the delay in 


imp! tation can only be ouplaines by the aforementioned lack of understanding, by 
vested interests, and the lack of political decision.” 


ll 











Advantages 


The sugar manufacturer also declared that the use of alcohol as fuel has advantages 
for Tucuman and for the country, and in the latter instance “because it offers 
alternative sources of energy which are basically renewable, in contrast to ofl, 
which has ite origin in sources which ace depletable." He went on to say that the 
advantages for the Tucuman economy are several, “but it should be explained that 

the solutions which it offers us are not universal in nature, but rather a valuable 
supplement for what exists.” They would be the following: a. As a new product, it 

is a source of income for the sugar cane agroindustry, although it is true that 

there is still a long way to go, because we are in the initial steps. b. In periods 
of low international sugar prices which, according to the international agreement 
that is in effect, mean a limitation on production, it facilitates the alternative 
use of the sugar plantation, making it possible to protect the latter and the inveat- 
ment made in the field which can thereby be maintained. c. The proposal could become 
maximized if, im the near future, the of] companies recognize the advantages of 
alcohol, not as fuel, but rather as an improver of the latter, through the elimina- 
tion of polluting antiknock. 


Costs of Alcohol 


Accountant Nougues stated: "It could hardly be claimed that anhydrous alcohol has 

a higher cost than that of traditional fuels, because it is extremely difficult to 
learn the real cost of the latter which, moreover, may be influenced by factors of 

a political nature. What can be claimed is that, owing to the qualities of alcohol, 
its price is very feasible for those purchasing it, because it puts it on a par with 
fuels without taking their qualities into account.” He reaffirmed the fact that, 
"It is worthwhile for the gasoline that uses alcohol to have the same price as 
regular gasoline.” In conclusion, he noted that, "What we are doing in the country 
is taking advantage of another opportunity for this, using types of technology that 
are used elsewhere as well." 


The Distillery 


The column for the manufacture of anhydrous alcohol is located in the distillery 
of the San Pablo sugar mill. The factory is the first in the country to be used 
for the production of this type of alcohol, although it has been in the sugar 
industry for over 100 years. It is situated in the locality of San Pablo, 13 kilo- 
meters southwest of the capital of Tucuman. 


The distillery produces 90,000 Liters of the so-called denatured alcohol per day, 
a volume from which, using the special procedures, it will provide from 40,000 to 
50,000 liters of anhydrous alcohol per day, to be used in the fuel mixture. Alco- 
hols are obtained through the processing of molasses derived from the industriali- 
zation of sugar cane. In other words, the distillery will produce two types of 
alcohol. The distillation column that will be used for the anhydrous alcohol was 
tuiltentirely by Tucuman metal companies. 
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PAPER COMMENTS ON CHRONIC ELECTRIC ENERGY SHORTAGES 
Buenos Aires CONVICCION in Spanish 8 Mar 81 p 8 


[Text] As soon as the Electric Energy Reequipment Plan was made public, CONVICCION 
(and we were not alone) expressed its skepticism as to whether the country's real 
requirements had been provided for. On that occasion (it was in the middle of last 
year), it became obvious that the estimates approved bore little relationship to 
reality, and that we were attempting to proceed ahead, self-confidently, with a 
proposal quite dissociated from the problem. 





In this connection, and we emphasize this, there was nothing new with regard to our 
perpetual neglect in undertaking the provision of electric power. And, at the same 
time, the lack of foresight and incredible slowness with which we have always moved 
concerning the utilization of the water sources at our disposal became once again 
clearly evident. The fact is that we continue to lack an adequate stock of reserves, 
and turn our backs to the pressing need to provide rural electrification, or to 

take the flow of power to many localities which need it. 


Since those in charge of this plan are certainly not dissociated from the issue, 
they have now added the planning of 4 generating stock of 600 megawatts, from 
thermal sources. They have done so because, months after boasting of this plan, 
they have realized the need to increase it. And it is quite possible that, in the 
near future, they will find that, with this stopgap, they have fallen short. It is 
likely that not even twice the amount would suffice for the current needs, at the 


rate imposed on us by such lagging supplies. 





At this pace, we shall not come out ahead by any means. This is fundamental. And 
with the decline in the appropriations for the hydroelectric projects that are under 
way, we of course shall not solve this serious problem, nor settle the country's 
deplorable economy and finances. In addition to the frequent blackouts that we 
suffer, or the cuts in voltage which are an everyday occurrence, we think that it 

is time to devise a reequipment plan in the area that is far more realistic and 
geared to our real needs, which are not being met beyond 60 percent. In this 
regard, we think that the new national authorities soon to take office will have 

to face this old, constant, fundamental problem, the solution to which someone must 
undertake some day, with intelligence, resolve and realism. That is what the coun- 


try expects. 


2909 
cso: 3010 


13 











GEOTHERMAL WELL--Neuquen (NA)--Argentina has invested $1 million to explore a geo- 
thermal well located in Copahue, 380 kilometres northwest of here. The well opening 
was celebrated yesterday with a ceremony attended by Neuquen Governor Domingo 
Trimarco. A reservoir of endogenous gases has been discovered within the 1,500 
metre exploratory depth, and experts say that its temperature and pressure are right 
for electric energy production and urban heating. Luis Galardi,a project engineer, 
said the $1 million is needed to evaluate the volume, temperature, and pressure of 
the reservoir. "This is the first well of its kind in the country, and the first 
evaluations have led us to believe that within a short time this reservoir can be 
used for multiple purposes, as geothermal energy is much more economical than hydraul- 
ic or atomic energy." [Text] [Buenos Aires HERALD in English 8 Apr 81 p 11 PY} 
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ENERGY ECONOMICS CHILE 


BRIEFS 


OIL WELL DRILLING PROJECT--The National Petroleum Enterprise has contracted the 
services of the semisubmersible drilling rig belonging to the Diamond Drilling 
Co. to drill 12 test wells along the Chilean coast in the area of Navidad, 
Mataquitos, Chanco and Itata. The drilling is expected to take between 12 and 
16 months. [PY091152 Santiago Chile Domestic Service {n Spanish 1100 GMT 6 

Apr 81] 
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ENERGY ECONOMICS PARAGUAY 


BRIEFS 


NEW HYDROELECTRIC PROJECT--The local IDB representative Gildo Porto Guerra has re- 
ported that four consecutive dams could be built on the Paraguay River between 
Fuerte Olimpo and Villa Hayes with the financial backing of the IDB during the pres- 
ent decade. He indicated that the overall power output of these four dams would 
be approximately 5 million kw. [Asuncion LA TRIBUNA in Spanish 7 Apr 81 p Al PY] 




















ENERGY ECONOMICS SURINAME 


TALKS WITH DUTCH MISSION FOR HYDROELECTRIC PROJECT 





FLO81532 Bridgetown CANA in English 1523 GMT 8 Apr 81 


{Text} Paramaribo, Suriname, 8 Apr (CANA)--Working groups from Suriname and 
Holland have just completed talks on the western Suriname Kabalebo hydro-electric- 
ity project. The Suriname team was lead by Dr Jules Sedney, governor of the 
Central Bank and chairman of the planning commission, while the Dutch delegation 
was led by P. Posthumus, acting general treasurer of the Dutch Ministry of Finance. 


A government statement said the areas covered during the talks were organization 
of the project, financing, execution and marketing of the energy to be produced. 
The statement said that the talks were satisfactory and both sides saw the project 
as a necessity which should be realized as quickly as possible. 


Discussions are now to be held with potential Suriname consumers. Talks with the 
Suriname Electricity Corporation are to be followed by a dialogue with the Suriname 
Aluminum Company (SURALCO) and the other bauxite company, Billiton. After these 
talks, the statement said, an insight will be obtained on the marketing possibilities 
of the Kabalebo energy. 





Discussions are also taking place in the United States between Suriname and Dutch 
representatives to inform the World Bank on a declaration in which Guyana has 
stated that it had no objection on the construction of the hydro-project on the 
Corentyne River. This declaration, the statement noted, was important for financing 
of the project by the World Bank. 


Contacts will also be made with an internationally recognized consortium, the state- 
ment further noted, for a prefeasibility study of the establishment of a state 
aluminum industry, eventually in collaboration with SURALCO and Billiton mines. 


Further discussions on the project will be handled by a state energy commission, 
which is to be established shortly. 
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Port-of-Spain TRINIDAD GUARDIAY in English 5 Mar 81 p 4 


CABINET APPROVES WHITE PAPER ON NATURAL GAS DEVELOPMENT 


ENERGY ECONOMICS 
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ENERGY ECONOMICS VENEZUELA 


EL PALITO REFINERY READY FOR NEW REFINING PATTERN 
Caracas EL NACIONAL in Spanish 21 Mar 81 Sec E p 7 


[Text] In June the derricks will leave the El Palito Refinery. The engineers of 
the American contractor, Foster Wheeler, and of several Venezuel: 1 subcontractors, 
will have finished their work. CORPUVEN will have executed the project for the 
expansion of its leading refinery. 


Starting then, the El Palito refining complex will have a production capacity of 
77,000 barrels per day of gasoline, thereby adding 60,500 barrels to its former 
production, which only exceeded 16,000 barrels per day of that byproduct. 


The project, known as Elpaex, is part of a complete plan devised by Venezuelan Petro- 
leum, which consists of a change in the refining pattern at the main refineries of 
its subsidiaries, MARAVEN, CORPOVEN, LAGOVEN and MENEVEN. The main objective is to 
produce a sufficient volume of gasoline to meet the demand on the domestic market. 





Enrique Landino, general manager of Elpaex, explains that, in 1975, the demand for 
gasoline in the country was about 11,000 barrels per day. "It is expected that, by 
1983, the demand will exceed 200,000 barrels per day, thereby consuming the capacity 
of the refineries." 


In 1975, the first year of the nationalized oil industry, Venezuelan Petroleum realiz- 
ed that, even though the national refineries were vorking to their maximum capacity 
on gasoline production, with 210,000 barrels per day, after 1983 the demand would 

be impossible to meet. 


Landino said: "Thus, it was decided to expand the production capacity of the coun- 
try's “eading refineries. As a result, several projects were devised. At the Cardon 
Refinery, the catalytic cracking unit was remodeled in 1979, thereby increasing its 
capacity by 14,000 barrels per day. At the present time, an alkalyzing plant is 
under construction at Cardon to obtain an additional 14,000 barrels per day of high 
octane gasoline. At the El Palito Refinery, its capacity will be raised by 60,500 
barrels. At Amuay, an effort is being made to add another 60,000 barrels per day of 
product. A remodeling is alsoplanned at the Puerto La Cruz Refinery, similar to 

that of Elapex. 


With these expansions, by 1984 the country might be obtaining 360,000 barrels of 
gasoline per day from its refineries, thereby making it possible to meet the demand 
until 1990. 


1) 














The changes in the refining patterns are also due to the fact that the residual 
production is too high for the needs of the international market, which is purchas- 
ing increasingly less of this product, 


Enrique Landino considers the changes in pattern part of a total energy plan. "These 
projects are a chapter in the Fifth Plan of the Nation, There is the policy being 
implemented by the Ministry of Development to reduce the size of the engines in 
vehicles, There are also the railroad plan and the plan for the Caracas Metro. 
These areas are by no means exclusive." 


Elpaex Began in 19/6 


The feasibility studies for the remodeling and expansion of the El Palito Refinery 
began in 1976. In that same year, the processes and technology to be used were 
selected, 


Carlos Rengifo, manager of the project, comments: "CORPOVEN assigned it a job: to 
produce more gasoline. There were three ways of accomplishing this: 1. to refine 
more barrels of oil and obtain more gasoline, but more residual would remain; 2. 
to refine lighter crude, but that is the oil with the largest market in the world; 
and 3. to ‘grind’ the residual, ‘cooking it.' The latter option was the one that 
we chose for Elpaex.” 


In 1977, the preparations began for the basic design, and the bidding was under- 
taken. During the final quarter, the engineering was selected. Then, in 1978, 
the purchases of equipment and the construction started. By the end of last year, 
a few plants were completed. In June, the entire job will end and, starting then, 
there will be a period of adjustment until October, the date planned for the defi- 
nitive takeoff of the new plants of CORPOVEN's refining complex. 


The Importance of the Refinery 


Of the 375,000 barrels of crude extracted each day by CORPOVEN in Venezuela, 110,000 
are processed in El Palito. Its location on the central coast (between Puerto 
Cabeiio and Moron) is based on strategic reasons. It is situated at the end of an 
oil pipeline that starts in Barinas. 


The initial cost of the refinery, without counting the expansions and the oil pipe- 
line, was 100 million bolivares. It was constructed in 1960 with a processing capa- 
city of 55,000 barrels per day, which in subsequent periods reached 110,000 barrels 
per day. 


Noteworthy is the so-called “soccer field," which is merely a surface reservoir to 
store fuel oil in volumes that may reach 1.3 million barrels. 


In addition to the oil arriving through the oil pipeline from Barinas, crude from 
the Zulia fields and those in the eastern part of the country is refined as well. 
There is a crude receiving station in El Palito consisting of five tanks, the 
storage capacity of which is !|.27 million barrels. 


North of the refinery, in the middle of the sea, there is a loading and unloading 
termiual. '* consists of two docks which make it possible to work with two ships 














simultaneously. The sea wall extends 755 meters from Punta Chavez. The maximum 
draft of the tankers can amount to 11.70 meters, 


On shore there is a loading rack for the tank trucks which are in charge of diatri- 
buting the gasoline in the central section of the country. At the present time, 

a polyduct is under construction to pump products to Yagua, near Valencia, from 
which 70 percent of the gasoline to be produced by El Palito will be supplied. 


The New Plante 


The cost of the conversion of the El Palito Refinery totals 1.8 billion bolivares. 
The new plants will make it possible to obtain only 29,000 barrels per day of resi- 
dual, also called "fuel ofl." With the old system, 60,000 barrels were produced. 
In other words, advantage will be taken of each barrel of crude to cotain more 
light products, such as gasoline, and fewer heavy ones, such as fuel oil. 


The plants which will allow for this change are: 
Vacuum distillation, catalytic cracking, alkalyzing, Merox (2), sulfur recovery. 


In addition to the units comprising the refining, others have also been built, such 
as an electric plant that will operate with gas-heated water vapor and an emergency 
system that will enable it to operate with fuel oil as well. Its capacity will be 
36,000 kilowatts. A desalting unit will also be part of the complex. A computeriz- 
ed control room will be used to control the plants, and another will be responsible 
for mixing the products. 





The Central Plan was associated with the development of this project, because the 
fuel oil that is extracted will only be to meet the demand from this thermoelectric 
powerplant. The residual will be sent from the refinery through an oil pipeline, 
because both complexes are located in adjacent areas. 


The Employment Effect 


The dimensions of the Elpaex projects have had repercussions on the area because, 
since the work began, a focal point for the employment of labor has been formed 
there, in addition to the site of the Central Plant works. Although they did not 
attain the initial estimate of 4,000 workers, the contractors ner ted 2,861 indivi- 
duals for their jobs, ranging from engineers to laborers. 


About 100 person. from CORPOVE! have worked directly on the expansion. Before the 
project, the refinery needed only 250 but, after June the requirements for human 
resources will increase to 850 persons, to work on operations and administration. 


The Protection of the Environment 


Carlos Rengifo and Farique Landino claim that Elpaex has considered aspects of 
environmental protection. “The expanded refinery will have a waste treatment system 
installed in such a way that this waste will be treated by a corrugated plate sepa- 
rator, another for the waste from boilers and cooling towers, and also a gravity 
separator consisting of three tanks to treat the water arriving from the ballast 

dam and for the runoffs with oil sludge." 








The gravity separator will be connected with a neutralizing and equalizing syatem, 
and with unite for rotating the air. In addition, a biological oxidation pool will 
serve as a secondary treatment, for providing the final cleaning of the water that 
will flow out to sea. 


According to the information supplied by the heads of Elpaex, the plante will not 
pollute the air, and there will be special protection for the individuals working 
in the refinery. A total of 40 million bolivares is being invested in the environ- 
mental aspect. 


The Gasoline Will Be More Expensive 


At the present time, each liter of gasoline produced costs the industry 70 centimos, 
and is priced on the international market at 1 bolivar and 10 centimos. On the 
domestic market, it is sold for 10, 15 and 35 centimos. 


With the new pattern in the industry, the cost of each liter of gasoline will be 
over | bolivar; and hence those who uphold the proposition of raising gasoline 
prices to consumers will have another weapon in their favor. In the refineries, 
there is not much difference in cost between a liter of 83 octane gasoline and one 
of 95 octane, but it is more complicated to obtain the gasoline known as “high-test. 





(1) EXPANSION DE REFINERIAS 


(2)  O€MANDA Y CAPACIDAD DE PRODUCCION 
GASOLINAS OE MOTOR EN EL Pals 

















Key: 


1. Expansion of re‘ ineries 

2. Demand and production capacity for motor gasoline in the country 
3. Gasoline demand-production (thousands of barrels per day) 

4. Domestic market demand 
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ENERGY ECONOMICS VENEZUELA 


HERRERA SPEAKS ON PRIVATE BUSINESS ROLE IN ORINOCO 
Caracas El, UNIVERSAL in Spanish 19 Mar 81 Sec 1 p 13 


[Text] After confirming the intention of converting Venezuela into the world center 
for heavy crude, expressing the desire that Venezuela become over the medium term 
an exporter of technology with high commercial value in the area of heavy crude and 
applauding Venezuelan Petroleum for the reliability and propriety of the work per- 
formed therein, the president of the republic, Dr Luis Herrera Campins, declared 
that the government would guarantee the mechanisms to afford the intensive and maxi- 
mum use of the national private enterprise's capacity in the overall projects relat- 
ed to the Orinoco Belt that are being started now. 


The head of state said this in a 20-minute extemporaneous speech on the site known 
as Jobo, in the southern part of the state of Monagas, in connection with the open- 
ing of the pilot project installed there, consisting of a high temperature steam 
generating plant for injecting the steam into the 22 wells that are operating in 
that section of the Orinoco Belt. 


After greeting all the representatives of the public authorities and the oil indus- 
try, and several special guests, President Herrera Campins embarked on the subject, 
expressing optimism concerning the execution of this pilot project, the facilities 
for which were completed in about a year and a half. The president commented: “This 
project is distinct because of the advance planning; that is to say, it is a project 
designed for the long term, and hence there is nothing improvised or hasty about it, 
as the majority of the proposals and projects executed in the country have proven 

to be.” 


The president said that this has always been called a country spurred on by impa- 
tience and seized by haste in the accomplishment of things, and that this project 
would have a different quality from that of the majority executed thus far. It is 
a project with an instructional emphasis and with the intention of improving the 
experience gained thus far in this acea of expertise. 


In this part of his remarks, the president observed: "We must convert Venezuela 
into the world center for heavy crude." Then he cited the preliminary agreement 
signed with France for the building, on French territory, of a heavy crude refining 
plant from Boscan, with an initial capacity of 35,000 barrels per day. 


He then pointed out: "We shall use the private Venezuelan management capacity to 
the maximum degree, as well as the technological capacity, in the execution of 
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the Orinoco Belt projects." We emphasized: "My government will take all the measures 
that must be adopted to insure that this participation is effective.” We added: 

"I have the great obligation to see to it that our economy grows in an outward direc- 
tion, that it gradually becomes independent of oil and that it attains a statue marked 
by greater vitality and actual independence.” The president added: “However, I 

think that though a great effort must be made in exporting, thie should be done in 
the area of technology; in other words, we can export the technology for heavy crude 
over the medium term, for example." 


President Herrera indicated that a great development in the metal working industry 
should occur in Venezuela, while at the same time progress is made in agroindustry, 
and in the chemical and petrochemical industries. 


He also said that an extraordinary effort would be made to achieve a territorial 
arrangement wherein the geographical space is geared to the needs for rationalized, 
selective, economic development. 


Calderon Berti 


The minister of energy and mines, Humberto Calderon Berti, also gave a brief extem- 
poraneous speech in which he began by stating that the president's visit to Jobo 
was a “milestone in the oil industry, because the opening of that pilot project 
represents the takeoff of a progressive phase in the development of the Orinoco 

O11 Belt.” Calderon Berti said that, with this project, one of the election 
promises made by the president of the republic, to the effect that the Belt would 
be a great national research project, is being kept. 





Calderon Berti remarked that this pilot project would produce highly valuable 
information and experience for the subsequent continuation of the great project 

in Cerro Negro, for which the ministry that he heads has already issued the policy 
guidelines to be pursued. 


He said that, by the year 1983, "We shall have sufficient information about the 
Belt to enable us to learn the volume of hydrocarbon resources that it contains. 
In order to obtain this information, there is constant work scheduling the explora- 
tory drilling and the evaluation of the deposits that are discovered. In 1980, 284 
wells were drilled in the Orinoco Belt. It will be necessary to drill 500 wells in 
order to learn how much oil is contained in the Belt's subsoil. It will require 
500 wildcat wells and 1,000 exploration drillings to learn the truth about the situ- 


ation.” 


Calderon Berti noted that efforts are being made through the INTEVEP | Venezuelan 
Institute of Petroleum Technology], the operators and agreements for technical 
cooperation that have been signed with foreign countries in order to progress in 
obtaining an efficient technology adaptable to the requirements proposed in the 
Belt. He cited the DSMA Megaproject [South Monagas and Anzoategui Development | 
which, when finished by 1988, will generate a production capacity of 125,000 barrels 
per day of improved crude. 


Calderon Berti stressed the magnitude of the national effort that will have to be 
expended for the execution of the vast program in southern Monagas and southern 








Anzoategui, stating: "The government isa determined to encourage, back and protect 
the participation of Venezuelan engineering and businesamen in the execution of the 
various phases of this project." We said that private businesamen would enjoy the 


highest priority for their active participation in the projects of the entire Cerro 
Negro plan. 


Rodriguez Eraso 


The president of LAGOVEN (which is the company that owns the steam injection plant 
opened by the president), Dr Guillermo Rodriguez Eraso, was the firet to speak (after 
engineer Arnaldo Salazar, who made the technical introduction of the pilot project), 
and made important comments regarding the plant that was being opened. 


He said: “The Jobo field, where we are located, together with the Mori. sal, Pilon, 
Templador, Uracoa and Isleno fields, comprises the oil producing area of southern 
Monagas. At present, some 75,000 barrels per day of heavy and extra-heavy crude 

are being produced from these fields. And, if we were to add all the production 
from these fields since 1936, when the oil industry began on these endless savannahs, 
we would arrive at a cumulative production of some 520 million barrels. 


"Thus, the contribution from this Monagas region to national oil production is 
unquestionably important. as is also the experience gained by the industry during 
those 45 years in the production, handling and transportation of the heavy crude 
present in the subsoil of this important Maturin basin. 


"This steam injection plant which the president of the republic has opened today is 
clear proof of the development of Venezuelan oil technology. Day by day, we believe 
that no other oil-producing country has gained more commercial experience than Vene- 
zuela in the stimulation of heavy crude deposits through steam injection. 


“The use of this technology in the country dates back to 1957, when alternate steam 
injection was started in the Mene Grande field in the state of Zulia. It marked the 
beginning of a constant interest and endeavor on the part of the oil industry to use 
and perfect this fruitful method of producing heavy and extra-heavy crude. This 
sustained effort has already produced its technological results, both on the eastern 
shore of Lake Maracaibo and here in Ortente, Monagas and Anzoategui. 


"During the past 29 years, approximately 50 thermal projects for *he development of 
heavy crude have been put into effect in the country, steam has been injected into 
over 2,700 wells and we are currently obtaining about 270,000 barrels per day of 
oil production from deposits subjected to thermal stimulation. Noteworthy among 
these efforts is the so-called M-6 project, the largest in the country, operated 

by the fraternal company, MARAVEN, in Lagunillas, in the state of Zulia, from which 
results are being accrued that will contribute greatly to a better design and opera- 
tion of new thermal projects in the country. Thus, the knowledge and experience 
which have been acquired and are now part of the national oil assets, are being 
incorporated into the study and determination of new efforts for the development 

of heavy and extra-heavy crude, prominent among which, of course, is the Orinoco 
Oil Belt. 
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“Based upon the correct notion of considering the Oil Belt a great research and 
development project, this plant is the first research project in the field for the 
development of the Belt, the fundamental goal of which is to evaluate, on an experi- 
mental scale, the behavior of the deposits under a continuous injection of steam, 
and to compare the results obtained in the field with those derived from the models 
and mathematical simulators, and with previous experience. The operation of the 
plant will allow the technicians to measure and calibrate on the site itself a 
series of basic parameters, the better understanding of which will be an immensely 
useful aid in the concept and design of the commercial development of the Belt. 

We are certain that the properly interpreted results of this field research will 
enable us to improve our own technology even more, and thus optimize the production 
and economic yield of the oil from the Belt. 


"In conclusion, I would like to express most sincere thanks to the president of the 
republic for his significant presence at this opening ceremony, wherein we are 
beginning, with firm, concrete steps, the orderly, progressive incorporation of the 
resources from the Orinoco O11 Belt into the national oil assets, for the benefit 
of all Venezuelans." 
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ENERGY ECONOMICS VENEZUELA 


CENDES STUDY RECOMMENDS SLOW ORINOCO DEVELOPMENT 
Caracas EL NACIONAL in Spanish 20 Mar 8! p D-6 


[Article by Alba Sanchez: “Domestic Consumption Must Be Reduced and the Strip Ex- 
ploited Slowly") 


(Text) The solution that the country has for maintaining acceptable tax returns 
coming from 011 would be to reduce domestic consumption and to exploit the oil- 
bearing strip of the Orinoco slowly, without haste, in order to allow time for de- 
veloping the goods and capital aspect, technology and a general energy strategy, 
according to studies made by CENDES [Development Studies Center). 


Researchers from this agency have appeared before the Mines and Hydrocarbons Com- 
mittee of the Senate of the Republic for the purpose of stati: their points of view 
with regard to the plans for exploiting the oil-bearing strip of the Orinoco that 
the Ministry of Eneray and Mines wants to carry out through Venezuelan Petroleum and 
its subsidiaries. 


The director of CENDES, Jose Aqustin Silva Michelena, pointed out, first of all, that 
they look at development of the strip from the point of view of the country's devel- 
opment as a whole and not from an industry-by-industry point of view. He added that 
this overall development, in this case of the area included in southern Anzoategui, 
Monagas and Sucre, would prevent development of the oil industry in the area from 
having the harmful consequences that it caused in the past. 


“It is necessary to study in detail the consequences and repercussions of develop- 
ment of the strip, the social, economic and environmental changes that are going to 
occur.” 


In CENDFS, they also propose appointment of an ad hoc agency for coordinating devel- 
opment of the strip. because each agency contracts its studies without coordination 
or unification of criteria. 


Dr Silva Michclena was accompanied by Engineer Alberto Urdaneta and by Maria Elena 
Corralce and Carlota Perez. The latter, who is director of Technological Development 
in the Ministry of Development, was responsible for presenting a study, prepared for 
CENDES, in which the prospects for oil revenue in Venezuela up to the year 2000 are 
Stated. This study was made in the context of the study on “Other Alternatives for 
Caracas.” She pointed out that, logically, it is impossible to predict the trend 

of this revenue except by assumption and by taking into account available information. 
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Likewise, in speaking of figures in bolivars, this is done in constant 1978 bolivars, 
the date of preparation of the study, in which four scenarios are presented: a basic 
scenario and three alternative scenarios that attempt to reverse the decreasing re- 
venue trend presented by the first scenario. 


“The basic scenario rests on the assumption of a production of |! million barrels a 
day in the strip by the year 2000, taking into account the changes scheduled in re- 
fining patterns and an estimate of a domestic consumption greater than a million 
barrels a day by that same date. With this prospect, the study states, production 
increases from 2.1 million to 2.4 million barrels. Tax revenue is estimated at 

37 billion (constant 1978 bolivars) until 1990, but then it begins to decline up 
to 15 percent in the year 2000, that is to say, to 3! billion bolivars. The ex- 
portable amount drops from 1,778,000 barrels to 1.1 million barrels, because do- 
mestic consumption, whose price is doubled to $3.83 a barrel, increases." 


Carlota Perez points out that in view of these results -- decline in tax revenue, 
increase in operating costs and maintenance of the reserve fund -- it is a question 
of seeking new alternatives, in order to attempt to reverse the decreasing trend of 
revenue in the study. The causes of this decrease lie in the export price of oil, 
in the rate of development of the strip, very accelerated and entailing incorpora- 
tion of oils whose processing is expensive requiringan investment of 260,000 boli- 
vars to install one barre! of production. In addition, domestic consumption con- 
tinues to rise, increasing operating costs. That is why three new scenarios are 


proposed. 


“The first one is Scenario A, which envisages exploitation of the Orinoco Strip more 
slowly, that is to say, at half a million barrels a day by the year 2000, concentra- 
ting efforte on traditional production. Investments are changed and operating costs 
are reduced. In the basic scenario, they amounted to 74 billion and now are re- 
duced to 44 billion between 1985 and 2000. The production and consumption levels 
are maintained.” 








The results of this scenario are not very encouraging, because the decreasing trend 
in tax revenue is maintained after 1990, although slightly less (by 2 or 3 billion). 
Obviously, sales revenue is lower, but the percentage dividend of the national govern- 
ment is greater, because there are fewer costs. Then a second scenario is sought, 
or Scenario 8, which attempts to solve a series of problems “that can be solved, if 
we do not go overboard,” according to Carlota Perez. 


"In Scenario 3, reduction of domestic consumption is sought on the basis of a policy 

of prices and alternative energy sources. Prices are doubled in 1981, are maintained 
until 1985 and from then on increase at apercentage that reaches 1! percent in 2000. 

This would be equal to |! bolivar a liter, at present bolivars.* 


According to what is believed, this might enable domestic consumption to increase 
only by 3 percent. That is to say that it would mean a saving, in the year 2000, 
equal to 20 percent with regard to the basic scenario and would imply over 2,000 
extra barrels for export. 


"“Athird scenario, Scenario C, is the one that mixes alternatives A and B. That is to 
say, reduced consumption and slow exploitation. This is the one that we think might 
Give the country the best development options and would allow time to develop the 
goods and capital industry.” 
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Carlota Perez added that by making a forecast of tax revenue derived from oil from 

1980 to 2000 for the four scenarios, it is found that, if the price of oil increases 
3.5 percent, tax revenue would be maintained, but, if prices increase only in accord- 
ance with the rate of inflation, the results would be catastrophic, because revenue 
would begin to show up negative. 


“We must point out that only liquid hydrocarbons are involved and, therefore, it is 
necessary to expand the research and make a more detailed study on energy strategy 
in general." 


This study was submitted by CENDES to the Ministry of Energy and Mines and to Vene- 
zuelan Petroleum, where some objections were made to it, especially with regard to 
an overestimate of the conventional production potential, according to what they 
say. The CENDES researchers, in turn, object to the reliability of the data, be- 
cause, a8 they stat«, these are estimates from PDVSA |Venezuela Petroleum Incorpor- 
ated] itself, which often does not easily supply all the required data. 





"We believe that this model must be broken down so that it can really serve as a 
Planning instrument, because now it serves as a warning instrument. We are making 
an expansion of the study, including modification of the assumption, study of the 
Strip's production strategy, export price evolution and inclusion of estimates on re- 
fining. In addition, it would be necessary to specify what oil is going to be sold, 
whether it is improved oil, heavy oil or mixed oil. 


INTEVEP [Venezuelan Institute of Petroleum Technology] 


The executives of the Venezuelan oil industry research institute also attended a 
meeting with the senatorial Mines Committee. Nelson Vazquez, president of that in- 
stitute, stated that they regard the creation of reserves to be very important and 
that it is logical to look for reserves in the largest reservoir in the country, 

the Orinoco Strip, in order to take advantage of andsell first the lower-grade crude 
(heavy) and to keep the liaght-qarade crude. 


"Our mission is basic and applied research oriented toward the oil and petrochemical 
industry, in addition to providing technical support and to advising the executive 
branch on this matter,” he stated. 


He said that its priority areas are processing of petroleum, improved recovery, 
equipment, the continental shelf and the Orinoco Strip. With reg-rd to this strip, 
they believ~= that priority must be given to a knowledge of its optimized recovery 
possibilities, transportation, handling of heavy and extraheavy crude oils, pro- 
cessing of heavy and extraheavy crudes and protection of the environment. 


“INTEVEP is already conducting research on these points. The studies on protection 
of the environment that have been conducted for several years now cost 23 million 
bolivars and all the research work on the Orinoco Strip will cost 93 million boli- 
vars to pay for 230,000 man-hours.” 


He announced that the primary objective is to reduce dependency on foreign sources 
of technology, but that, nevertheless, selective agreements are in force with Canada 
and Germany, among others, for technical cooperation, training and transfer of tech- 
nology. 
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CORPOVEN ACHIEVEMENTS IN MONAGAS, ANZOATEGUI REPORTED 
Caracas EL UNIVERSAL in Spanish 16 Mar 8! Sec 2 p 2 


{Text} The incorporation of 849 million additional barrels of oil reserves by means 
of drilling 58 exploratory wells all over the country stands out among the most im 
portant achievements of CORPOVEN in its exploratory activities during 1980. 


Important Discoverics in the West 


As a result of the exploratory work, one of the most important discoveries was in 
the Perija-Urdaneta area, Zulia State, where Well 30F-1X was drilled in the Alpuf 
Field, Perija District, about 80 kilometers southwest of Maracaibo. This well was 
completed in Cretaceous limestone, Apon Formation, with a production rate of 4,156 
barrels of 28° API mediur oil a day, witha three-eighth-inch reducer. Tests onWell 
30F-1X revealed the absence of hydrogen sulfide, water and sediments. The reserves 
discovered in trap amount to about 70 million barrels of oil. 


Well 29G-2X was also drilled in the Garcia Field, Urdaneta District, about 27 kilo- 
meters northeast of Well 30F-1X, successfully probing Cretaceous basaltic sandstone, 
Rio Negro Formation, for the first time. Tests attained an average production of 
772 barrels of 26.8° API crude oil a day, with a three-quarter-inch reducer. The 
limestone section also has potential and it is being evaluated at present. 


Another discovery in the Cretaceous is opening up interesting, immediate prospects 
for drilling outpost and development wells in the area of Block IV, Center Field, in 
Lake Maracaibo, where Well C-53X was drilled. This well produced some 3,000 barrels 
of light, 42.5° API oil a day, with a three-eighth-inch reducer, confirming the ex- 
istence of some 100 million barrels of reserves in light oil traps in that field 


Encouraging Results in the East 
Well Tonoro-3X, in the Tacat Field, discovered gas, with a production of 30 million 


cubic feet a day, with three-eighth-inch reducers, in the lower sands of the Cara- 
pita Formation. 


Wells Maulpa-2E and ONO-1E, in the Maulpa and Onado fields, verified the existence 
of light, 35° and 42° API oil, in the Oficina Formation. The production rates ob- 
tained were 1,400 and 1,200 barrels a day, with three-eighth-inch and one-half-inch 
reducers. 











The drilling of 10 wells in the Melones Field, nine of which proved to produce heavy 
oil averaging 14° API should also be pointed out. 


All these fields are located in geographic areas assigned to CORPOVEN by Venezuelan 
Petroleum, in the states of Monagas and Anzoategui. 


Summary of Activities 


In addition to an increase of 840 million barrels of additional reserves in the trap, 
it should be pointed out that, during 1980, 558 million barrels of proved government 
oil reserves, coming in part from from the above-mentioned discoveries and primarily 
from extensions and reivions of the producing fields, were also incorporated. 


In addition, a great amount of geophysical activity was carried out by means of sur- 
veying some 5,000 kilometers of seismic lines covering an area of 1,150,000 hec- 
tares in CORPOVEN areas both in the east and in the west of the country. 


As a result of the geophysical-geological studies, 122 exploratory locations were 
generated to evaluate the oil-bearing potential of the geographic areas assigned to 
CORPOVEN and under its exploratory responsibility. They serve as basic support of 


the 5-year plan that this Venezuelan Petroleum subsidiary has scheduled from 1981 
to 1985. 
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WORK FINISHED ON FLEXICOKER AT AMUAY REFINERY 


Caracas EL UNIVERSAL in Spanish 10 Mar 81 Sec 2 p 24 
{Article by Esteban Hurtado] 


[Text] Punto Fijo--Another step forward was taken recently in construction of the 
facilities for modifying the LAGOVEN refining pattern at Amuay with the purifier 
for the flexicoker reactor. 


The public relations group of the enterprise in Judibana reported that the purifier 
was hoisted by means two 400-ton cranes, thus completing installation of the flexi- 
coker. 


This unit weighs a total of 700 metric tons. It is 8 meters in circumference and 
68 meters high and is anchored on a 35-meter base, raising the tower 95 meters from 
the ground. 


The report states that the flexicoker reactor was constructed within the time sti- 
pulated in the program. Approximately 100 persons, including Venezuelan engineers 
and craftsmen, participated in designing, constructing and installing this new unit 
in the Amuay Refinery. 


The reactor consists of four sections, three of which form the reactor properly 
speaking at the lower part and the purifier, which has just been installed in the 
upper part, represents the fourth section. 


The plan for modifying the refinining pattern at Amuay, it was said, has three ob- 
jectives: to increase the capacity for processing the most abundant crudes in the 
country, the heavy and extraheavy oils; to provide the refinery with greater flexi- 
bility with regard to fluctuations in the international market; and, finally, to 
increase gasoline ;roduction to meet the demand of the domestic market. 


At present, the plan is in its highest stage of construction and will be completed 
approximately within a year and a half at a cost greater than 4 million bolivars. 


The function of the flexicoker reactor is to break down, in the presence of fluidized 
coke, the asphalt coming from vacuum distillation. The broken-down hydrocarbons 
pass on to the purifier where they are cooled partially and coke residue is removed. 
After the purifying or scrubbing process, these hydrocarbons are sent on to the 
flexicoker fractionator where they are separated in accordacne with their degree 

of boiling. 


Other components of the flexicoker -- the gasifier and the heater -- are well on 
the way to completion. 
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ENERGY ECONOMICS VENEZUELA 


BRIEFS 


NEW MENEVEN, CORPOVEN PRESIDENTS--Important changes occurred in the administration 
of the na:ional petroleum industry with the appointment of Dr Juan Chacin and 

Dr Frank Alcock as new presidents of MENEVEN and CORPOVEN, respectively. Dr Juan 
Chacin, who had been serving as president of CORPOVEN since the establishment of this 
enterprise consisting of a merger of the former CVP [Venezuelan Petroleum Corpora- 
tion] and other smaller companies that emerged from nationalization, was named at 

the head of MENEVEN to replace Dr Bernardo Diaz who retired after 37 years in the 
service of the petroleum industry. Dr Frank Alcock Perez Matos, who had been vice 
president of CORPOVEN, was promoted to president of that enterprise to replace Juan 
Chacin. Dr Jack Tarbes Llanos has been named vice president of CORPOVEN. After 

30 years in the oil industry, he held the post of director of petroleums in LAGOVEN. 
The rest of the CORPOVEN board of directors, which had completed its statutory 2-year 
term, was made up as follows: Dr Felix Morreo, Dr Eduardo Lopez Quevedo and Dr Carlos 
Garcia were ratified by the assembly as directors foranother term. The following are 
added to them as new directors: Dr Alex Lorenz, who was Venezuelan Petroleum oil 
exploration coordinator up to this week; Dr Eduardo Leon Ponte, up to now finance 
manager Of MARAVEN; Dr Karl Von Albretch, who had been production manager of LAGOVEN 
up to now, and Dr Rodrigo Villalba Vitale, CORPOVEN special projects manager until 
today. The three new directors replace Dr Gustavo Aristeguieta, who retired; Dr Ra- 
fael Macia, appointed to represent Venezuelan Petroleum in New York, and Dr Juan 

Jose Navarrete Senior, who has been transferred to Venezuelan Petroleum. All the 
changes made follow the line of rotation of executives within the petroleum indus- 
try and the guideline observed has been to stay within the oil industry, formed 

first of all by the industry itself and the Ministry of Energy and Mines, for cover- 
ing the basic posts in the enterprises. [Text] [Caracas EL UNIVERSAL in Spanish 

10 Mar 81 p 1) 10042 


CALDERON COMMENTS ©N ORINOCO--Jobo, Southern Monagas, 19 Mar (special correspondents 
Ruben Ferrer Rosas and Augusto Hernandez)--In the opinion of the minister of energy 
and mines, Dr Humberto Calderon Berti, the steam injection pilot plant formally opened 
here by President Herrera, “marks a new milestone in Venezuela's oil history. It is 
a great project," he said, “that is going to provide us with knowledge and parameters 
for developing the Orinoco Strip.” Minister Calderon Berti believes that this pro- 
ject is a technological challenge on which the basic guidelines for ascertaining the 
real resources of the Strip depend considerably. And, with regard to the explora- 
tory programs in the Strip, he said that they will proceed until 1983 until suffi- 
cient information is obtained on the amount of crude that it has. He stated that 

in 1980 260 exploratory wells were drilled. “Five hundred more will continue to be 
drilled and 1,000 wells will be drilled until the evaluation process has been 
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completed. He stated that, during this exploratory process, the most suitable 
technology for the commercial development of the Strip will be ascertained. Minis- 
ter Calderon Berti spoke of the joint effort being made to adapt development of the 
Strip to national and regional development. “Because we want the oil industry to 
cease being only a money-generating source and to become an agent of national devel- 
opment,” he added. ile stated that Venezuelan businessmen and engineers will have 
priority in this development of the Strip and he reiterated that the negative ex- 
perience of the traditional Venezuelan o11 camps will not be repeated here. [Text] 
(Caracas Ei. NACIONAI, in Spanish 20 Mar 81 p D<12) 10042 


UPGRADING ORINOCO TECHNOLOGY--Jobo, Southern Monagas, 19 Mar (special correspondents 
Ruben Ferrer Rosas and Augusto Hernandez)--The president of LAGOVEN, Dr Guillermo 
Rodriquez Erazo, assured that development of the Orinoco Strip is proceeding with 

an earnest objective firmly and concretely to incorporate the resources of the oil- 
bearing strip of the Orinoco into the nation's oi] wealth, in order to benefit all 
VeneZuelans. Rodriquez Erato opened the official ceremony of inauguration of the 
continuous eteam injection plant here in Jobo and he said, there, that with this 
plant our own technology was sought “and thus optimization of the production and 
economic yield of the Strip's oils was sought.” Among other statements, the fol- 
lowing were Dr Rodriquez Erazo's textual words: “The Jobo Field, where we are now, 
together with the Morichal, Pilo, Temblador, Uracoa and Isleno fields, make up the 
Oil-producing Zone of Southern Monagas. At present, some 75,000 barrels of heavy 
and extraheavy oi! a day are produced in these fields and, if we add the whole pro- 
duction of these fields since 1939, when petroleum activity started on these un- 
limited plains, we arrive at a cumulative production of some 520 million barrels. 
Thus, then, the contribution of this region of Monagas to the nation's oil pro- 
duction is undoubtedly considerable, as is also the experience acquired by the in- 
dustry during those 45 yerrs in production, handling and transportation of the 

heavy crude oils present in the subsoil of this part of the Maturin Basin. This 
Steaminiection plant, that the president of the Republic is inaugurating today, is 
a clear demonstration of the high degree of development in which Venezuelan oi] 
technology is. As of now, we believe that no other oil-producing country has 
greater commercial experience than Venezuela in stimulating heavy crude deposits 

by means of steam injection. Within the correct concept of regarding the oil-bearing 
strip a8 a great research and development project, this plant at El Jobo is the first 
field research project for development of the Strip whose primary objective is to 
evaluate, on an experimental scale, the behavior of the deposits under contin- 

uous steam injection and to compare the results obtained in the field with the ones 
derived from models and mathematical simulators and with previous experience. The 
operation of this plant will enable the technicians to measure and calibrate, on 
site, a series of basic parameters a better knowledge of which will be an immensely 
useful aid in planning and designing commercial exploitation of the Strip. We are 
eure that the duly interpreted results of this field research will enable us to im- 
prove our technology still more and thus optimize the economic production and output 
of the Strip’s oils. [Text] [Caracas EL NACIONAL in Spanish 20 Mar 8! p D-9) 10042 
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COUNTRY SECTLON INTER“AMERICAN AFFAIRS 


VENEZUELA COOPERATES IN ANTI-CUBAN STRATEGY IN JAMAICA 
Caracas EL DIARIO DE CARACAS in Spanish 16 Mar 8! p 32 
[Article by Manuel Felipe Sierra, special correspondent in Kingston] 


[Text] Venezuelan foreign policy is reaping dividends in Central America and 
the Caribbean. The strategy of competing with Cuban influence in the strife- 
torn region has so far yielded definite results in El Salvador « ' Jamaica. 


The government of Napoleon Duarte seems to have achieved its objective of 
pressing for a political settlement in the virtual civil war that is bleeding 
the country. A few months ago the choice was simple: either a military 
dictatorship or the guerrilla movements. Duarte's appointment (in which COPEI 
[Social Christian Party) leader Aristides Calvani played a prominent role) 

had the effect of introducing a variable in a black-and-white picture. 
Christian Democrats began an operation aimed at developing an international 
consensus for Duarte's administration. Until that time, the overseas offensive 
belonged solely to the guerrilla movements. 


With Duarte in power, the argument can be advanced that this is not a typical 
military dictatorship (a crude imitation of the Somozist tyranny), but rather 
@ regime with a political base and with plans for representative democracy. 
"It is not the same thing to struggle against a dictatorship as against a 

bad government with a democratic facade," the revolutionaries have learned to 
say after their successive defeats in the 1960's in Latin America. 


This analysis should not suggest that the Salvadoran guerrilla movement has lost 
its staying power and support. Quite to the contrary. The guerrillas have 
stepped up their pace of operations, and in the long run the Duarte admini- 
stration will inevitably see its political base eroded. When that time comes, 
an agreement or a compromise will have to be reached between the two sides. 

The Christian Democrats know that (Duarte himself recently called for nego- 
tiations); the Socialist International is taking advantage of it, and the 

armed movement would have to accept it. 


In other words, Duarte will not consolidate his rule, but neither will the 
rebels gain total victory. This means that in the near future the outcome of 
events in El Salvador would be unlike that of the struggle against Somoza. 
Isn't this what Christian Democrat strategy in the region is after? Isn't this 
a way to weaken Cuba's political influence? 
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Jamaica: New Cooperation 


In Jamaica, Venezuelan diplomacy is operating with greater assurance and with 
apparent effectiveness. Edward Seaga's administration (which recently consoli- 
dated ite strength by easily defeating Michael Manley's party in local elections) 
has found in the Venezuelan Government a decisive ally in its goal of 

rebuilding the island's economy, What he is faced with is all too well-known. 
Manley's policies, designed to distribute income more equitably and to forge 

an independent international course, triggered reactions from domestic and 
foreign economic factors. This led to economic bankruptcy and in particular 

to a plummeting Courist industry. 


The upshot was Seaga's defeat of Manley at the 3) October 1980 elections, with 
Seaga promising an economic recovery program. The triumph of this economist 
(he is better known as an administrator than as a political leader) had a 
resounding international impact, however. Seaga was the first chief executive 
on the continent to meet with Reagan before he took over as U.S. president. 
Jamaica, with its favored geographic location, acquired an importance place in 
Latin American Foreign Ministries as a country that could dampen Cuban 
influence, which had grown under Manley's progressive administration. 


Venezuelan strategy found a significant spot. Seaga has confessed his 
Christian Democratic leanings and has underscored the role that Venezuela could 
play in the reconstruction programs he intends to undertake. Venezuela 
furnished half of the first $40 million that went into the Jamaican Treasury. 
High-level missions have traveled to Kingston to hammer out cooperation and 

aid agreements. Viasa has resumed a weekly flight (which is completely 
unprofitable) to link the island with the countries of South America. Vene- 
zuelan cooperation is not limited to favored treatment for oil sales or to 
generous credit lines, however. 


Venezuela's cultural and political presence can be felt today in Jamaica. We 
are talking about assistance that goes far beyond the usual agreements between 
friendly countries. To some observers, Jamaica has turned from Cuban influence 
to Venezuelan influence. 


The counselor in charge of the Venezuelan Embassy, Jorge Escobar Fernandez, 
acknowledges that an attempt is being made to impart a new direction to inter- 
national relations. He concedes that the previous administration gave Jamaica 
enough economic aid but neglected to complement it with consistent social and 
cultural programs. Escobar stresses the negative results of “banknote 
solidarity.” 


Why is Venezuela interested in Jamaica? Is the Caribbean island receiving the 
same treatment ae other nations? There is one basic reason at the moment: 

the government has to make Jamaica the “laboratory” for its new strategy and 
reap the potential political benefits from the reconstruction policy that Seaga 
has promised. This is a way to strengthen Venezuelan diplomacy in the region 
(Jamaica's policies have an impact on a series of smaller islands), further 
Christian Democratic approaches and, naturally, obstruct Cuban plans. 














Seaga and the Theory of the Bigger Pie 


Downtown Kingston bears the marks of colonialiem. English-setyle buildings 
etand next to shaky wooden structures, Humble little shops flourish on street 
corners. Traffic snarls on main thoroughfares, Dirty-faced, shoeless children 
knock on car windows. 


Further on is the wind=swept tourist zone: luxury hotels and shopping centers 
replete with merchandise from Taiwan and a few items by Jamaican craftemen, 


By 1600 hours it is too hot for guayaberas. In an inconspicuous office that 
looks like an ordinary classroom, Jamaica's prime minister, minister of 
finance and minister of natural resources, Edward Seaga, goes over the extent 
of his country's economic catastrophe for the nth time: one dey before the 

31 October 1980 elections there was only $10 million in the Treasury; there 
was 2 weeks' food supply; inflation was up to 30 percent; the tourist industry 
had collapsed; investors were fleeing in fright, and unemployment had been 
mounting. 


Gesturing like a university professor, Seaga indicates the steps that he has 
been taking to surmount the crisis. The International Monetary Fund will open 
the financing spigot; a policy to bring in investors is in place; Venezuela 

has made specific pledges to cooperate in various programs; Jamaica's private 
sector is involved in the efforts to revive the economy. The head of government 
speaks with assurance and optimism. He boils the situation down to this 
analogy: “Manley brought in a lot of people to eat the pie. The problem now 

is to make a bigger pie." 


Now that night has fallen, the calypso beckons in Kingston. 
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COUNTRY SECTION INTER-AMERICAN AFFAIRS =~ 


COSTA RICA OPTIMISTIC ARONT INCREASED EXPORTS TO HONTMIRAS 


San Jose LA REPUBLICA in Spanish 13 Mar 81 EL INDUSTRIAL Supplement p 3 


[Text | An intensive program Lo pri mote exports is being carried out by the Center 
for the Promotion of Investments and Exports (CENPRO) in the Honduran market in 
order to support Costa Rican producers. 


CENPRO Executive Director Miguel Ruiz Herrera is devoting special attention to 
opening up regional markets for Costa Rican exports. 


CENPRO has prepared a dossier containing the main characteristics of Honduran 
trade, tor the purpose of providing consultation and facilitating this effort for 
the Costa Rican productive sector that is interested in that market. 


Costa Rican exports to the Honduran market have steadily grown in recent years. In 
the period 1974-80 sales nearly tripled, rising from US $9.6 million in 1974 to 
US $25.9 million in 1980. It is obvious that this market is very promising for the 
Costa Rican exporter. For this reason, CENPRO, along with the Central Bank and the 
Ministry of Economics, Industry and Trade, has developed this promotion program. 


At this time Honduras is one of the most economically and politically stable 
countries in the area, which makes for a secure market with enormous potential for 


Costa Rican producis. 


The above reasons indicate that the increase in exports to that market will 
continue to benefit Costa Rican exporters and industries. 


Support From Traveling Promoter 
The Center for the Promotion of Exports and Investments, through its Traveling 
Promoter Program, is providing active and dynamic support for industrialists who 


want to open up the Honduran market. 


Every month Sergio Espinoza, traveling promoter, spends a week in that country to 
seck out new trade opportunities. 


Trade Mission 


if it tinds five businessmen interested in that market, the Center can coordinate 
4 trade mission to Tegucigalpa as well as San Pedro Sula, for 5 working days. 








Among the facilities offered are: a 30 percent discount at the Gran Hotel Sula in 
San Pedro Sula; a 20 percent discount at the Hotel Honduras Maya in Tegucigalpa; 
and a 25 percent discount on the air fare from San Jose to Tegucigalpa and from 
San Pedro Sula to San Jose on board the Honduran Airling, (SANSA). 


Payment System 


The usual method of payment is over a 0-day period. The letter of credit is used 
only for imports from the United States, Europe and Asia. In exceptional cases, 
the sight draft may be used. 


Trade Centers 


The Honduran market is divided into two trade centers, Tegucigalpa and San Pedro 
Sula. There is also a third city, La Ceiba. 


Legal System 


The Central Bank of Honduras requires the previous acquisition of an import 
license. For that reason, importers need a pro forma invoice to file the 
application. This is a mere formality, since to date no application has been denied. 


Because of the high tariffs that pertain to that product, the industrialist or 
exporter may take advantage of the Export Promotion Law and obtain a Certificate 
of Tax Guarantee (CAT) in order to offer his products at competitive prices. 


Importers 


It is interesting to note that the majority of importers are stores or warchouses 
that are physically small, but have a high sales volume. They import directly and 
distribute their products on the market. 
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COUNTRY SECTION ARGENTINA 


IGLESIAS ROUCO VIEWS COMPLEXITIES OF PROBLEMS AHEAD OF VIOLA 
Buenos Aires LA PRENSA in Spanish 29 Mar 61 pp 1, 7 
[Article by J. Iglesias Rouco: “In Search of the Path") 


[Text] With devaluation and the economic measures to be implemented on Tuesday, 
regarding which we reported on Friday, there will be an Attempt not only to deal 
with the serious financial and economic crisis over the short term, but also to 
explore the real scope of the situation, gage the reaction to the exchange "“incen- 
tives” for industry and compile a bank of accurate data on the magnitude of the 
losses in the private sector, in order to prepare a long-term plan that would pro- 
bably go into effect between August and September. In both this and the political 
area, the idea of General Viola and his government is reportedly to probe and provide 
an immediate response for the most pressing needs during a “first phase," which 
would actually last until the end of this year, and then set in motion an in-depth 
system with programs to be in force throughout his entire term in government. 





At the moment, it is impossible to assess the amount of damage caused in recent 
years (particularly from late 1978 to date) by Mr Martinez de Hoz's state economic 
control “pragmatism,” and hence to foresee the reasons for and the volume of the 
problems in store for us. So, we shall confine ourselves to repeating what we have 
heard in the vicinity of Viola and the Military Junta: The next 9 months will be an 
extremely difficult period, the solution to which will require a very austere policy 
on the part of the state, and sacrifices almost heretofore unknown for all sectors 
of the country. If there is an attempt to evade that austerity and those sacrifices, 
within a year (and there is not even any assurance that it will not be within 3 
months) it will be too late to keep alive the notion of liberalizing the nation's 
economic existence, which has never materialized during the past 5 years. 


Liberalism and Paraliberalism 


Since last October, we have been reporting in these columns the very serious mistakes 
of Mr Martinez de Hoz and his collaborators. However, it befits us to stress two 
points: In the first place, the political and moral liability for these mistakes 

does not rest with Mr Martinez de Hoz alone, nor solely with the so-called “economic 
areas," but rather with the entire military regime, in other words, the Armed Forces; 
and, furthermore, it also rests with a large portion of the “civilian” country (the 
majority, as always) which, in a few instances, only raised its voice in protest 
against what was happening, or going to happen, during the final interval of the 











Videla government's administration, and in other instances made unwarranted criti- 
ciam for reasons that were not pertinent, or merely prompted by sectarian ideolo- 
gical or economic interests. Only a minority, the genuinely Liberal minority, 

noted the mistake (and warned against the mistake) from the beginning, and predicted 
the calamities of the present. 


Between what was done by the Videla government in 5 years and liberaliem there existe 
approximately the same difference, for example, that exists between a regular army 
and the so-called paramilitary forces. That is surely why Mr Aleogaray describes 

Mr Martinez de Hoz's program as “paraliberal."” The prefix always indicates a common 
“historical” origin and, at the same time, first the distortion and later the des- 
truction of the initial philosophical essence. What remains of Hegel in the dialec- 
tice of the historical materialism of Marx and Engele’ What is there of Von Hayek 
or Friedman in our Palace of Treasury? 


Secondly, Mr Martinez de Hoz's dialectical efforts have not yet destroyed the “ideal” 
liberal seed which he himself (it must be admitted) helped to introduce, for the 
first time in many years, not only within the Armed Forces, but also among many 
sectors of national public opinion. That is his chief, and perhaps only virtue. 
Today, there are many generals who speak a partially liberal language and, as a 
result, the hope that some day that path will be taken appears reasonable. But 

it is a double-edged weapon, because the recent converts are now observing the 
disaster, and may think that they are witnessing the disaster of liberalism. Thus, 
it should be made quite clear that, in 1976 and 1977, while the generals (upon 
discerning the downfall of state control of the economy and populism) wanted to 
become liberals, Mr Martinez de Hoz precisely began to stop being a liberal, just 
as Marx stopped being a Hegelian (if he ever had been one “instrumentally") prior 
to the Paris Commune. 


The Party of the ‘Process’ 


Anyone who wanted to promote a “party of the process" or to “make an agreement” with 
the supposed electoral majorities would not have found bases for support. In 1972, 
after the break in the Puerta de Hierro negotiations between the government of 
General Lanuese and General Peron (from what we know, the "22 acts” from those 
talks mentioned by Mr Villalon a few days ago, were nothing but mere fantasies), 
Lanusse was visited in Buenos Aires by a group of party leaders from the interior, 
who expressly requested the establishment of a party associated with the current 
regime, headed by Brig Ezequiel Martinez. Despite Lanusse's initial opposition 

to the plan, Brigadier Rey (who also intervened very actively on behalf of the 
development of ALUAR, a matter toward which General Lanusse had also proven to be 
very hesitant) and other military commanders insisted on the creation of the party, 
to which the president finally agreed. 


Now then, the parties which demanded the existence of a party of che Lanusse 
“process” in that unfortunate period were the same ones, or many of the same ones 
that are now negotiating for a party of the present “process” and are even offering 
individuals and efforts for what has been termed civilian “participation” in the 
government of General Viola who, for his part, instructed the civilian and military 
governors to “broaden” the original politican spectrum of the “participants” and 

to promote a “national opinion movement" (MON). 

















The Solution 


The similarities to what occurred in 1970 and 1972 are obvious, something that by 
no means signifies that General Viola is preparing for a “solution” like the one 
then; a solution which (it should be recalled) had the backing of the majority of 
army generals,including General Videla (whose political adviser was Viola) and of 
the commanders of the other forces, 


Today, according to our sources, Viola does not reject the plan for a “party of the 
process,” which would not preclude the existence of the others; but the country is 
politically exhausted and, furthermore, both Viola and the Military Junta think 

that a long transition period will be necessary. If there are differences on this 
point, they relate only to the duration of that period: Some propose 3} years, 
others 6, some 9 or more. Since it will be Viola who must begin the transition 
period with the statute of the parties, there are in his military entourage (and 

in that of Videla) advisers who claim that the work should continue to be the 
responsibility of the same team, until ite conclusion. That team would be none 
other than the so-called “for the fatherland" group organized in 1975 by Videla, 
Viola, Cacciatore and other members of the military (there were also several civil- 
ians) to battle against the Marxism which had infiltrated Peronism. At the outset, 
the group attempted to carry out the battle with the president, to which the latter 
agreed; and it was not until the contradictions, confusion and internal corruption 
in Peroniam and in the presidency negated their capacity for collaboration (a period 
that culminated in “Isabel's” refusal to resign) that the decision for the coup occurred. 
Based on “for the fatherland,” Viola and Videla operated like a perfectly arranged 
tandem until the present. This would explain the fact that, in view of the prospect 
that the transition period may last beyond 1984, consideration was given at one 

time (we do not know whether the idea is still being fostered in the group) to the 
replacement of Viola by Videla. To be sure, all of this would be under the direct 
supervision of the Armed Forces. 





The Variants 


The least we can say about this variant is that the picture appears complicated. 
Apart from the very serious problem of the “missing persons" that could extend the 
transition period indefinitely, the “process” will now have to resume work in the 
economic area, from ground zero, with the social or politicosocial instability that 
this situation will entail. In that respect, it is very likely that the role assign- 
ed to Liendo or to Porcile, and the contacts with the Peronists, ‘ave no purpose 
other than the search for a minimal degree of social stability for the long, uncer- 
tain stretch that remains to be covered. 6ut now there is not, as there was in 
1970, a single Peron with whom to attempt an understanding, but rather many semi- 
Perons, whose contradictions, when combined, are tantamount to those which the 
deceased leader possessed in his person. Concurrently, the passage of time has 
deprived and will, of course, continue to deprive Viola-Videla, or “for the father- 
land” of the political influence that they had in the past within the Army, an 
influence that is now less, in certain respects, than that of Lanusse in 1970-71. 


As has already been observed in the handling of the Beagle problem, different indi- 
viduals and different circumstances now have a voice of their own, and hence a 
capacity for other variants; variants which would not necessarily be, in all 


en 











instances, contrary to that of the replacement of Viola by Videla in 1984, Por 
example, Viola's successor might be Viola himself if by then it has proven impossible 
to lay the groundwork for a conditioned electoral “solution;" or a formula led by 
Viola (or Videla, although that is quite unlikely), and backed by a “wide majority." 
But there may also (and perhaps there are already) quite different variants, with 
names and procedures that can hardly be conjectured right now. This year will be 
very long from every standpoint, and thereafter 1982 and 1983 will have to be 
“traversed,” 


The statutes and the "reorganization" of the parties, plus the establishment of 

firm economic bases, will be only the first, feeble milestones on a difficult path. 
The starting up of an education, a culture and a sound research (Taquini will colla- 
borate with the presidency and its team, also “from outside"), of a consistent 
foreign policy without Third World orientation and without the danger of the Beagle, 
of a state information which, with an SIP [Secretariat of Public Information] staff- 
ed by over 500 civil servants has proven ineffective, plus that of a television 
which is progressing with forced marches toward the complete deculturization of the 
country: all this combined with the relations with the Church and the foundation of 

a state of law represents preliminary conditions in the absence of which any maneuver 
aimed at the necessary democratic institutionalization will fall into a void, not 

to mention an abyss. 


During the past 6 months the “process” has striven greatly and very visibly co reach 
this 29 March. And it has striven not only because it is sick from its past, but 
also because the country, the entire country without dividing lines between civil- 
ians and military, is sick, seriously sick. If it wants to be cured, it will first 
have to learn to remember, and not forget, and to use memory without hatred; which 
is difficult for both sides, but aiso essential. It will also have to learn to 
disdain hedonism and paternalism; in other words, not to expect, as it has almost 
always, something or someone to snatch its chestnuts out of the fire. Today, one 
observes symptoms similar to those of 1970, including those of political fatigue, 
which seems to be taking possession of the Armed Forces again. The youth feel 
perplexed, if not angry. No one knows exactly which direction to take. There are 
no options other than recognition of the reality and responsibility. 
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NEW MINISTERIAL LAW ELIMINATES STATE SECRETARIATS 
Buenos Aires LA PRENSA in Spanish 29 Mar 81 p 6 





[Text] The new “law on jurisdiction of the national ministries" was published yester- 
day, whereby the number of ministries, which was 8&8 up until now, is increased 

to 13. The state secretariats, which had ministerial status, are abolished, and 

it is stipulated that, from now on, the ministers will be assisted by undersecre- 
taries. 


According to the new structure, the handling of the nation's business will be the 
responsibility of the following ministries, based on the order of priority establish- 
ed by protocol: 


Interior; Foreign Relations and Worship; Defense; Justice; Economy, Treasury and 
Finance; Agriculture and Livestock; Industry and Mining; Commerce and Maritime 
Interests; Public Works and Services; Culture and Education; Labor; Public Health 
and Environment; Social Action. 


The law holds that the ministers will be assisted by one or more undersecretaries, 
while the president of the nation will also be assisted by state secretaries who 
will act under his direct supervision, and by the chief of the military household, 
all of whom will also comprise the national cabinet. 


The law, which bears number 22,450, was approved and promulgated last Friday by 
the president of the nation, and will go into effect today. It determines, in a 
restrictive manner, the authority of each of the ministries, without precluding 
the possibility of the delegation thereof that the national execv*ive branch may 
make, as it decides, express\y, by virtue of a decree. 


The ministers, in turn, may delegate the decisions on matters associated with the 
administrative system of their jurisdictions, to the undersecretaries. 


The new law maintains within the jurisdiction of the Ministry of Foreign Relations 
and Worship matters concerning the government's relations with the Roman Catholic 
Apostolic Church, as well as with all the religious organizations that operate in 
the country, “to guarantee the free exercise of worship and the registration there- 
of." 











Incompatibiitey 


The new legal regulation stipulates that, during the discharge of their office, the 
ministers ,secretaries of the presidency of the nation and undersecretaries must 
refrain from engaging in any type of activity, trade, business, enterprise or pro- 
fession that has direct or indirect ties with national, provincial and municipal 
authorities, agencies or enterprises, with the sole exception of teaching. 


They may not intervene in lawsuits, Litigation or negotiations in which the nation, 
provinces or municipalities are involved, nor exercise a liberal profession or 
engage in activitieswherein, although the state's interest is not implicated, their 
status as a civil servant might influence the decision of the competent authority 

or violate the principle of equality before the law established by Article 16 of the 
National Constitution. 


Bases for the Change 


In the message that accompanied the bill to change the law on ministries, it is 
stated that, “The authority of the various ministries has been grouped on the basis 
of criteria for regulatory decentralization and executive decentralization, and 

the organic concepts of unity of command, homogeneous allocation of functions, 
extension of control and delegation of authority." 


It also adds: “It has been deemed feasible to establish the greatest possible balance 
in the authority of the different ministries, in order to prevent the oversizing of 
certain departments from distorting the normal discharge of duties in the national 
cabinet." 


With regard to the number and titles of the ministries, it stresses: "The increasing 
volume of affairs demanding the direct attention of the state has on constant occa- 
sions exceeded the constitutional limits setting the number of ministries at eight." 


It adds that, using the authority conferred by the Statute on the National Reorgani- 

zation Process, steps were taken to make these changes which are considered necessary 
for the effective handling of public business during this phase of national reorgani- 
zation. 


The Abolishment of Secretariats 


As for the abolishment of the “state secretariats," it obeerves that they were 
created in 1958, by Law 14,439, and that, thereby, "“whi!> i official compliance 
to the Constitution, which called for eight ministries, '.etriction was avoided, 
and 12 secretariats were created, with ministerial rank." 


It explains that nearly all the subsequent laws on authority, with the exception of 
19,103, passed in 1971, maintained "that hybrid situation, increasing the number 
thereof considerably; a number which, as we know, was over 50 at one time." 


It states that, with the elimination of these secretariats, “bureaucratic procedures 
and unnecessary transactions will be avoided, with the resultant cut in public 
spending;" expressing the view that this will also make it possible to cut a sizable 
number of undersecretariats. 

















The law repeals Article 1 of Decree 1,678/73, assigning the authority stipulated in 
Article 2 thereof to the present commanders in chief of the Armed Forces, instead 
of the former general commands of the Armed Forces. 


General Observations 


The respective message states in conclusion that this new law "constitutes a deci- 
sive step in the reorganization and modernization of the country," and will also 
help to achieve "a tool that will lend consistency and unity to the government's 
action." 


It adds: "As a result, it may be claimed that, with this legal instrument, a signi- 
ficant phase will begin in the resizing of the state which, starting with the arrange- 
ment of its upper structure, must progress steadily toward a more extensive restruc- 
turing which, if it is carried out for once and for all, will affect the government's 
action owing to the time required to normalize the upsets caused by any organizational 
change." 
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JUSTICE MINISTER ON COMMUNIST SUBVERSION, RELATED TOPICS 





Buenos Aires LA PRENSA in Spanish 29 Mer 81 p 7 


[Text] Mendoza--The future minister of justice, Amadeo Frugoli, declared that the 
current process is "the only alternative" for achieving "the full effectiveness of 
the republican and democratic institutions," and accused the sub: arsives of having 
devised a "worldwide strategy for destabilizing the free institutions of the West." 


Frugoli spoke during a reception tendered him by about 300 persons affiliated with 
the Democratic Party. 


The gathering, which took place at a downtown cafe, was attended by leaders Emilio 
Jofre, Carlos Aguinaga and Luciano Peltier, among others. The head of the Democrat- 
ic Party, Francisco Gabrielli, failed to attend, because he had a prior engagement, 
but sent a substantive note associating himself with the spirit of the event. 


From Dr Frugoli 


In his remarks, Frugoli first stated, "A nation is, definitively and above all, a 
pledge of life in common, a design for life in common, based on the primary and 
essential sentiment of harmony." 


With regard to his forthcoming endeavor as head of the ministry, he commented that 
"the task will not be easy." He added: “There are problems which demand solutions. 
That is why I say that we have an obligation to the future, which unquestionably 
entails coping in a determined, intelligent way with the present problems, to find 
sensible, concrete and realistic solutions that will respond to the expectations 
of all social sectors." 


Our Time 


He then remarked: “We are living in a time filled with unrest, problems, anxieties 
and news that is upsetting, which often depresses us." 


He expressed the view that, "It is a phenomenon with dimensions that exceed the 
boundaries of the country, extending over the entire West.” 


He claimed: "We are faced with a diabolically clever worldwide strategy that the 
subversives have devised to destabilize the free institutions of the West." 
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In hie opinion, "This is the main problem at present. When, after many years have 
elapsed, the historians make an analysis of thie era, | am firmly convinced that 
the most important problem will prove to be that of communist subversion which, 
veing the most inhuman and cruel methods that could be conceived, is deatroying, 
killing and torturing, or infiltrating all the institutions and agencies of the 
society to corrupt them and make possible the advent of the totalitarian world." 


Invitation To Reflect 


However, he explained, "By this I do not mean to divert the attention of Argentines 
from the problems that we are experiencing." 


He added: "I merely wish to invite them to reflect, inasmuch as the analysis and 
criticiem that are always useful when they have grounds and reliability must be 
made from an historical standpoint that enables us to contemplate the entire social 
situation at the present time, so as not to yield, unwittingly, to the interests 

of those who are our clever, underhanded enemies." 


He stressed that he was confronted with "a task associated with what is perhaps the 
greatest of assets: justice.” And he noted that, "The lack of liberty, without 
going any further, is the most tremendous injustice that can possibly be conceived." 


In conclusion, he remarked: "The process begun in March 1976 is, in my opinion, the 
only valid alternative that can enable us to successfully culminate in the full 
effectiveness of the republican and democratic institutions.” 


He claimed that, "This means efforts and sacrifices, but Argentine history is filled 
with critical circumstances that represented, for those who had to cope with them, 
a spur and an incentive to continue progressing until the solutions were attained.” 
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DAILY COMMENTS ON MEDI ATORY EFFORTS IN SALVADORAN CRISIS 
Buenos Aires LA PRENSA in Spanish 27 Mar 81 p 6 


[Text | Through Secretary of Foreign Relations Jorge Castaneda, Mexico has 
revealed that it is willing to mediate in the Salvadoran conflict, “if both sides 
agree to request it." The new position of the Aztec nation--until recently that 
country's sympathy for the subversives was well known--bears some relationship to 
the timely mediation cffers by the Federal Republic of Germany, Socialist Interna- 
tional and the Christian Democratic Union of that country. Each one reveals a very 
specific position, and at the outset, despite their similar appearance, profound 
differences can be discerned in these offers. 


Thus, for example, the Bonn government speaks of “both belligerent bands;" 
Socialist International proposes an understanding between them, without abdicating 
its initial stand in favor of the Farabundo Marti National Liberation Front (named 
after the founder of the Salvadoran Communist Party); and the Christian Democratic 
Union (we are referring specifically to that of the FRG, whose president, Heiner 
Geissler, was in El Salvador in early February) supports “the plan of negotiations 
with the opposition” (bear in mind that no specific mention is made of the 
subversives or the guerrillas). The latter proposal is made on the condition that 
all the groups involved “come out in favor of democracy, guarantee equal rights 
for all parties and the development of their activities, and call a cease-fire." 


Although essentially weak because it does not reach the heart of the matter, the 
German Christian Democratic position has in its favor the fact that it does not 
hide its repudiation “for the intentions--only ‘intentions,’ or accomplished 
facts?’-- of the Soviet Union, Nicaragua and Cuba to interfere in the affairs of 
this nation.” 


In turn, the Socialist International proposal--Secretary General Bernt Carlson 

was in Washington to request White House support--manifested from the beginning a 
sort of congenital weakness, in that it was unable to hide its original ironclad 
support for the subversives. There was a twofold flaw in this position, because 
this attitude indicated its shoulder to shoulder solidarity with the Soviet Union, 
Cuba and Nicaragua in their military and political support for the guerrillas. 


Mexico's offer to mediate, “if both sides agree to request it,” is the most artifi- 
cial ot all, not only because it did not go into detail, but also because it sill 
has to explain to Latin American and world public opinion the change it has under- 
gone in abandoning its initial decision to back the Salvadoran rebels. 
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lt seems obvious that all these attempts, either already failed or on the point of 
failing, are aimed at seeking a “political solution" rather than a military one 
(which they attribute to the United States). In this sense, the Social Democrats 
and the Christian Democrats are jostling for positions in the FRG, Europe and 
Latin America. Meanwhile, Mexico has deemed it its duty, in the context of a 
marked trend toward Central American regionalization in the Salvadoran conflict, 
to offer its good offices, incidentally condemning “American intervention." 


Aside from the good intentions (which could in fact exist) and the political 
calculations (which do indeed exist), any negotiation between the National Junta 
of El Salvador and the guerrillas is resented at the outset for two main reasons: 
First of all, because this is not a4 negotiation between two governments, but 
between a government and an armed faction (with foreign support) which has decided 
to overthrow it. No explanation, whether it be of a political nature or allegedly 
based on international public law, could justify this clumsy attempt to place on 
equal footing the attacker and the victim of the attack. At the end of the Vietnam 
War, the Vietcong guerrillas were finally recognized and went to the bargaining 
table in Paris. Vietnam, all of it, ended up in Communist hands. Later the same 
thing happened to Laos. Now it is Thailand at which the Soviets have aimed their 
sights. In the second place, we must point out that the Salvadoran guerrillas were 
the first to come out in opposition to any mediation, according to statements by 
their European representative, Guillermo Ungo, shortly after the Socialist Interna- 
tional proposal was made. 


Nothing of what we have said indicates that the only alternative is the “military 
solution." The Salvadoran Government itself has offered other solutions, such as a 
broad amnesty for those who throw down their weapons, internationally supervised 
presidential elections in 1982, and the acceleration of the economic and social 
reform program, with particular attention to agrarian retorm. The guerrillas have 
not accepted any of these alternatives, and have repudiated all proposals “because 
they are not revolutionary." They want all or nothing. 


At this point, the Salvadoran civil war has become complicated in the extreme, 
because the eventual defeat of the insurgents will mean the failure of Moscow's 
plan to dislocate and dominate Central America. It will also mean the debilitation 
of Nicaragua and the compromising of Cuba. Hence the struggle, the tremendous flow 
of arms to El Salvador and the attempt by the Soviet Union to create disharmony 
once again between the United States and Western Europe, taking advantage of the 
fact that they disagree on the nature, potential and objectives of the Communist 
insurrection in that tiny Central American nation. 
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PAPER NOTES EVIDENCE OF A SANDINIST COMMUNIST GOAL 
Buenos Aircs LA PRENSA in Spanish 20 Mar 61 p 8 


| Text | Not a day goes by without new events and judgments to corroborate the 
impression that Nicaragua has begun to travel the path toward communism. The 
Sandinist government continues to cultivate the image of being a democratic 
regime, but the events of late last week, involving the thwarted attempt by the 
Nicaraguan Democratic Movement (MDN) to hold a rally in Naidame, 60 kilometers 
from Managua, have convinced many that the cegime that replaced Somoza has 
exhausted all the means it has so ostentatiously used until now to pass itself off 
as an observer of civil liberties. 


The Naidame meeting, which was forbidden once before last November, was initially 
authorized by the government “on the condition” that it be carried out “in an 
enclosed area, under a roof." This requirement was tantamount to a prohibition, 
since in all of Nicaragua there is no structure of that type capable of holding 
the 60,000 people whom the organizers expected to attend. Nonetheless, the authori- 
ties did not dare run the risk that such a massive assembly would demonstrate the 
MON's drawing power, so last Saturday Sandinist groups assaulced and set fire to 
the place where the rally was slated to take place. Under such circumstances, the 
MDN decided to cancel the event “due to a lack of guarantees." 


At about the same time similar groups attacked MDN offices and the private 
residences of MDN leaders in Rivas, Jinotega, Masaya, Leon and Chinandenga, while 
two Managua radio stations, Radio Mundial and Radio Mi Preferida, were attacked 
and forced to stop broadcasting. The daily LA PRENSA was subjected to the same 
intimidation, and did not put out its Saturday edition last week. 


it is obvious that Sandinism has begun to take the road to communism, and is no 
longer hiding that fact. It docs not need the initial disguise anymore. First it 
got rid of the only two democratic members of the National Junta, Mrs Violeta 
Chamorro and Mr Alfonso Robelo. Then it strengthened its ties with the Soviet 
Union in international torums, and with Cuba within the framework of the "revolu- 
tionary strategy” in Central America. The most recent events have sounded a 
warning to the democratic opposition that the Sandinist government will not 
tolerate events, rallies or demands that challenge its leadership. 
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ACCORD WITH PERU TO STRENGTHEN LAIA EFFECTIVENESS 
Buenos Aires LA NACION in Spanish 21 Mar 81 p 6 


[Text }) Confirming a long-standing {riendship and traditionally strong ties, our 
country has signed an agreement with Peru to put into motion a steady flow of 
mutually advantageous trade. This agreement will allow the Peruvian economy to 
outfit itself for a period of rapid modernization of its productive capacity; 
Argentina, in turn, will have easier access to an expanding market at a time when 
its industrial sector is visibly declining. Thus, this relationship will contribute 
to industrial recuperation. 


The agreement specifically includes a series of loans to the Peruvian Government. 
In addition to that financing and the consequent commercial operations, the agree- 
ment also proposes significant long-term objectives: first, programs to improve 
the transportation and communication systems linking the two nations; and above 
all, the search for formulas to create an Argentine-Peruvian free trade zone 
within the context of the Latin American Integration Association (LAIA), the 
successor to LAFTA. Undoubtedly this is a far-reaching objective which should 
mature through a careful process of negotiations. 


Under this agreement Argentina has granted Peru various loans totaling $430 mil- 
lion. These operations do not run counter to recent trends, because bankers 
generally agree--according to surveys periodically released by specialized publica- 
tions--that Peru is one of the countries that have risen fastest in the esteem of 
international bankers since its change of government. It is undergoing a stage 
similar to that of our country between 1976 and 1977; just as in our case, it is 
promoting an economic liberalization policy and the systematic .elaxation of the 
restrictions built up over decades of statist policies. In this respect, the 
agreement represents an endorsement of Peru's recovery effort, and at the same 
time places Argentina in a better position to participate in the expansion of an 
openly bullish market. 


Peru needs railroad cquipment, material and equipment for rural electrification, 
agricultural machinery and transportation equipment for its current modernization 
programs. Our industry is at the technical level necessary to supply these goods, 
and the government has provided financial support to create the economic conditions 
required for subsequent trade agreements. 


The agreement thus provides a realistic framework for cooperation in the 
development of a traditional ally at a significant point in its modern history. At 
the same time, it gives the breath of life to local industries that are essential 
to our economy. In the long run, it affords a certain optimism with regard to the 
effective integrationist potential of the LAIA apparatus. 
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POSTMORTEM ON MARTINEZ DE HOZ' ECONOMIC PROGRAM 
Buenos Aires LA PRENSA in Spanish 16, 17, 18 Mar 8) 


[Article by Horacio A. Garcia Belsunce: "The 1976 Economic Plan: Execution 
and Results") 


[16 Mar 81, p 7) 


‘Text] When I refer to the economic plan, I am talking about the one that 
Dr Jose Alfredo Martinez de Hoz presented to the three commanders in chief 
of the Armed Forces on 14 March 1976. It is 46 pages long, divided into 15 
sections and was published in the 31) March 1976 edition of this paper. 


This plan is an updated version of an economic program drafted in 1975 by a 
group of citizens, including Dr Martinez de Hoz. In addition to changes in 
wording and format, it contains substantial modifications in concepts having 

to do with the economic policy doctrine (its adherence to “overriding 
pragmatism") and the selection of certain means to attain its general objectives. 


Even though I disagreed with it because it avoided taking a theoretical stand and 
because of my unwavering antipragmatism, I never hesitated to support the 
general objectives of the plan once it was approved. I have said, para- 
phrasing Erhardt, that pragmatism leads to uncertainty and “enables you to 
go one way today and another way tomorrow,” a view that our economic leader- 
ship has confirmed in its actions over the past 5 years. Maintaining this 
stand, the few times that I have analyzed the implementation of the economic 
program and its successive adjustments, I have supported it and ascribed its 
shortcomings to the failure to carry it out, to its belated execution or to 
obvious deviations from it. ("Thirteen Years of Economic Policy, 1966-1978," 
Emece Publishers, pp 185 to 248; and LA PRENSA, 23 March 1979) 


Now that the first stage of the National Reorganization Process (PRN) is over, 

I feel that some reflections are in order regarding the economy. I think that 
this is the time to point out, impartially and outspokenly, how much has been 
done correctly, how much has not been done and how much has been done mistakenly. 
It is time to salvage principles and avoid confusion. It is time to point up 
certain truths so that confusion does not lead to the discrediting of systems 

or principles when used as labels but not applied with respect to their 

essential truths. It is time to indicate that we must preserve the good and 














correct what has been mistaken. Laetly, it ie time for those of us who have 
avoided talking all the time about crises, failures or disasters to caution 
frankly, objectively, disinterestedly and clearly noting where we stand that 
the country is faced with grave economic and political times that are 
sensitive to any turnabout, which could lead to unpredictable situations and 
eventually to the failure of the National Reorganization Process not only 
with respect to the economy but something much more important as well: the 
restoration of our republican inetitutions, which is the ultimate objective 
of the Process, a8 was stated so well on 24 March 1976, 


Failure To Achieve Basic Objectives 


Section 2.9 (page 5) of the economic program summarizes its objectives as 
follows: “a) to put the country on a sound monetary and financial footing, 
which is indispensable as the groundwork for modernizing and expanding its 
production apparatus in all sectors, which will guarantee noninflationary 
economic growth; b) step up the economic growth rate; c) a reasonable 
distribution of income while maintaining real wages to an extent commensurate 
with economic productivity." 


Now that the program has been under way for almost 5 years, we can say that 
it has made a series of very important accomplishments, whose merit and 
efficacy do not exclude or blur other negative facets of the plan. I am 
talking about a recovery of foreign credit lines and the country's inter- 
national prestige; the unfettering of various economic factors; the advocacy 
of returning industrial, commercial and financial activities to private hands, 
pursuant to the principle of a secondary role for the state (though this has 
been done grudgingly in many cases and poorly in others); the opening up of 
the economy (though this policy has been partially vitiated by its use as a 
means of keeping domestic prices down); the decontrol of rents and many other 
analogous measures that have put an end to policies that entailed state 
ownership, monopolies and subsidies. 


But without resorting to euphemisms, I must state that the program's basic 
final objectives have not been achieved, because achievement shows up in 
results. In point of fact, monetary stability has not been achieved, inasmuch 
as in the government's 4th year inflation as measured by retail prices hit 

138 percent, and although it was cut substantially in the Sth yrir to 87.6 
percent, this cannot be described as the victory over inflation that our 
economic leaders planned to win. 


Nor has economic growth been achieved, because our growth rate was negative 

in 1980. Many important production sectors are beset with serious financial 
and/or economic imbalances, which have caused them losses that are difficult 

to wipe out or led them into by now irreversible situations that translate 

into suspensions of payments, layoffs or firings, factory closings, dissolution 
of companies that are unable to fulfill their corporate objectives, proposed 
arrangements between creditors and companies in default or declarations of 
bankruptcy. 








A better distribution of income has not been brought about either, because 
although real wages have risen with relation to 1976, the income has been 
shifted from the agricultural and industrial sector to the services sector, 
particularly finances and middleman operations. A major beneficiary of this 
has been the state, because the fundamental prerequisite of scaling it down 
has not been accomplished. 





Why Monetary Stability Was Not Achieved 


Section 12.1 (page 39) of the program says: “There will also be some reduction 
in d «and, in other words, the populace's buying power. This drop in demand 
wil. .mitially bring some falloff in economic activity, in other words, 
somewhat of a downturn, with the possibility of some unemployment as well. 
This is an undesirable effect, but in one way or another it is inevitable... .!" 
A few days after the program was implemented, however, the claim was made that 
it would not entail any social costs or joblessness. This was obviously not 
foreseen; it was a change due to power factor decisions that we are unfamiliar 
with. . 


The program should have been conceived as a comprehensive, simultaneous plan 
of economic housecleaning and development, with complementary stabilization 
and growth measures to neutralize the negative effects of the former as 
quickly as possible. Comprehensive, simultaneous measures do not constitute 
a new approach stemming from the criticisms of economic policy in recent years. 
I argued for such an approach in 1967 when I analyzed the 1966 economic plan 
("Annals of the Academy of Economic Sciences," 1967, p 127). 


Although inflation cannot be uprooted in a few short years, it was unjustified 
to pursue a monetary policy that ran counter to this goal. This can be seen 
in the fact that the money supply expanded faster than the inflation rate in 
recent years (with the exception of 1980). I have often said that the social 
cost that we refused to pay in 1976 and 1977 would have to be paid later. 
Thus, we paid it in 1980 and we do not know how much of a price we will pay 

in the future. 


Misunderstood political or social concerns cannot interfere with the objectives 
of a military government that is here to rebuild a country whose institutions 
had been undermined. Therefore, it should not have hesitated to apply all 

the in-depth measures that the program advised, instead of going halfway or 
pursuing them grudgingly. Inflation was and is as fearsome an enemy as the 
guerrillas. The hand of the Armed Forces did not tremble in destroying the 
latter; nevertheless, they wavered in demanding that the program be pursued 

in the battle against the former. 


Scaling Back the State 


The economic program is quite explicit about the scaleback of the state, as 

it deals with state-run enterprises in Section 3.11.2. Nonetheless, in spite 
of this and in spite of the very clear and sensible statements by the secretary 
of the treasury regarding the inefficiency of the state and the need to do 





away with Federal Government or decentralized agencies and to shift to private 
hands activities that do not belong to the state in a liberal economic and 
political system, which is what we have under our constitution, various spheres 
of government concede that sufficient progress has not been made in this regard 
in uprooting this resource-devouring factor. Without going into further detail, 
I should make timely mention that on 30 August 1977 the economy minister 
submitted a report to the Military Junta and indicated that the process of 
scaling back the state had begun by returning to the private sector those 


enterprises that had been transferred to the public sector at various junctures 
because of their economic difficulties and eocial considerations. He 
pointed out in that report, however, that an move ahead on a broader 


basis in returning these enterprises to privete hands, so that this process 
totally or partially encompasses enterprises that are regarded today as 
belonging to the state's sphere. Intensifying the process will obviously 
require a prior decision by the highest level of government as to how far it 
should go." 


I am not unaware of the practical difficulties in tackling the problem and I 
realize that such a task takes years. I ask myself, however: Why has a 
decision not been made over these 5 years to begin returning these enterprises 
to private ownership? Why has the government disguised the impossibility of or 
its willful decision (we do not know which) not to return certain enterprises 
to private hands by making their auxiliary services private, the so-called 
“peripheral return to private ownership"? On two occasions I have referred 

to the Armed Forces’ responsibility towards the state-run enterprises in 
various spheres and I have cited the well-known saying that “examples ought 

to begin at home.” If this government has lacked decision-making ability, 
either because of a lack of conviction, because of political designs or 
because it is interested in keeping certain job opportunities within its orbit, 
are we destined to continue paying for them in taxes, in excessive prices or 
indirectly through the highest tax of all, inflation? 


I think that the country deserves a documented exp.ianation as to why none of 
the enterprises making up the “pool” known as the General Directorate of 
Military Manufactures can be returned to private hands, inasmuch as perhaps to 
prevent any future attempt in this regard by a defense minister, it has been 
removed by law from the purview of this government department and made a 

major division of the Argentine Army. Why has the SIDINSA [Int<« srated Iron 
and Steel Company, Inc] program, approved some years ago at a cost of $3.5 
billion and which in the opinion of public and private sectors connected with 
the area is not a priority, just been revived, even if with limited objectives 
in comparison to its original ones? Why hasn't Military Manufactures’ block of 
stock in Petroquimica Mosconi and Petroquimica Bahia Blanca been released and 
shifted to the private sector? A very peculiar concept of a secondary role 
unquestionably prevails in this sector. I would like to recall here the 
remarks made at a press conference by its president and director general on 
the occasion of the directorate's 40th anniversary. He said: "Organizationally, 
the 13 plants and establishments that come under the General Directorate 
comprise a system, in other words, a series of interrelated elements. As such, 
no changes can be introduced into any of these elements or their links without 
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unavoidably upsetting the balance of the system and possibly even shattering it. 
In a nutehell, the concept of returning ownership to private hands has no 
place in this sector." 


General Savio 


The Argentine Joint Lron and Steel Association (SOMISA) is another important 
case in achieving the objective of scaling back the estate. Law 12,987, known 
as the “Savio Law," provide’ ‘or the creation of this joint enterprise and 
called for the participativns of private capital in it, which has never come to 
pass, save to a tiny degree that is of merely symbolic importance. Referring 
to Argentina's iron and steel program, General Savio said: "The government 
should intervene as little as possible in this sphere of production. Its 
activities must be other than those of a merchant or busineseman, with 
promotion as their aim...By doing away with the state's commercial interest 
the joint enterprise could be dissolved at any time. It would be a serious 
mistake not to provide ongoing incentives for our private industries to perform 
better. Nothing would justify hampering their development by competing with 
them. What we want is extensive, capable private industries, because only 
they can guarantee that the country will have all the materials and elements 
it needs when it needs them. The Argentine manufacturing industry does not 
need the state as a partner" (Works of Gen Manuel Savio, pp 377-378). 


If various government circles have called on the country to change its 

outlook, let the government begin by showing that it too has changed. I do 

not think that the problem lies in our outlook (as understood to mean ideas 

or views); it lies, rather, in the interests that influence that outlook, 
because they upset the workings of the policies aimed at changing a system that 
has taken root not because of its intrinsic merits or because of dogmatic 
convictions but because of the concrete interests of many of the people who 
are called upon to make decisions. 


Budget Deficit 


In contrast to a time when only 22 percent of total treasury outlays were 
financed with current revenue, in 1979 90.9 percent were so financed; for 

the 1980 fiscal year, however, this ratio slipped to 75 percent. The deficit 
gradually decreased in constant pesos from fiscal years 1976 to 1979. From 
the outset of the term of the current economic leadership state-run enter- 
prises ceased to represent a burden on the federal budget, as their operating 
or investment deficits were no longer covered by temporary advances from the 
Central Bank or by selling government bonds to the bank, which were eventually 
paid off with uncollectible funded bonds. In any case, however, financing 
them ie still a cause of inflation because the Central Bank has had to issue 
currency to defray the loans they have secured on the domestic or overseas 
market. 


The 1980 federal budget had unexpected surprises in store for us. In constant 
pesos, the deficit was up 72 percent from 1979; revenues were down 7 percent and 
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outlays were up 8.6 percent, also in constant pesos, In addition, the 
Treasury has backtrac\ed and resorted to 9.7 billion pesos in temporary Central 
Bank advances. The bank's "Monetary Developments" statement shows that as of 
31 December 1980 its net claims against the Federal Government siood at 10 
billion pesos more than at the same time the previous year. 


{17 Mar 81, p 7] 


{Text} It bears remembering that Section 4.2 of the economic program says: 
"Because of the mistaken approach of attacking the effects, not the causes 

of our problems, as well as because of the political aim of disguising the 
effects of inflation on the cost of living end or production, our country 

has often tended to overvalue the Argentine peso vis-a-vis foreign currencies. 
This has resulted in a series of adverse consequences, such as discouraging 
exports and encouraging artificially inexpensive imports...'' In this 
connection, the government has done the opposite in 1979 and 1980 of what 

its program calls for. 


Suppressed Inflation 


Since it did not succeed in dampening inflation in 1976, 1977 and 1978, last 
December the government issued guidelines to amend its program. They were 
designed to keep "inflation suppressed,"" and as such represented a departure 
from the program because they ran counter to the principles of economic freedom 
that it alleged to be upholding. In analyzing these guidelines (LA PRENSA, 

23 May 1979), I said that they were designed to diminish inflationary 
expectations by setting in advance the exchange rate, public sector rates and 
basic wages, as well as reducing the expansion of the money supply by 

opening up the capital market and boosting domestic credit at a rate 
equivalent to the pace of currency devaluation. The go2l of dampening infla- 
tionary expectations was obviously not achieved. The forecast of 48 percent 
inflation over the first 8 months of 1979 was easily surpassed (it was already 
28 percent by the close of the first quarter). I asserted that: “The increase 
in the money supply depends on the rate of expansion of domestic credit and 
our balance of payments. As to the former, the new guidelines call for a 
decrease in its expansion with respect to the previous fiscal year, and there- 
fore domestic credit should cause a money supply slowdown. The assumption 

is (as I understand it) that with regard to the foreign sector, the inflow 

of loan capital has been promoted, which will compete with domestic credit 
(due to the gap between internal and external rates) and produce this initial 
effect: a drop in interest rates on the domestic market. But as a result of 
this capital inflow, the rate of money supply expansion will accelerate, thus 
working against the main goal...The government must have assumed that at 

the outset of the adjustment and intensification measures inflation would 
outpace the scheduled rate of devaluation; in that case the real rate of 
exchange would decline, and exports would be affected. Thus, the external 
sector would act as a drag. This would prevent the expansion resulting from 
the inflow of foreign exchange, but at the expense of eroding the real income 
of the export sector." I have transcribed this lengthy passage because it 
shows, as I said almost 2 years ago, that the December 1978 guidelines did not 
have the desired effects; instead, they had the opposite effects, which as 
they are so well-known, I will refrain from mentioning. 














On a recent TV progcam (LA PRENSA, 12 February 1981) the economy minister tried 
to show that he had succeeded in narrowing the gap between the domestic 
inflation rate and the pace of devaluation. He contended that by implementing 
the program guidelines we analyzed above, "we achieved a 57 percent rise in 
wholesale prices at the close of last year, for the calendar year...During the 
final quarter of 1980 the average rate of increase of wholesale and retail 
prices stood at a bit more than 38 percent, which compares to a pace of 
devaluation or exchange rate adjustment of 37 percent." 


When the minister has attempted to show that he was about to achieve the 
projected convergence, he has taken short periods marked by low inflation as 
reference points, and the above quote is no exception. I feel, however, that 
his reasoning is at fault because one cannot choose favorable "peaks" to draw 
comparisons in some cases and reject unfavorable ones in other instances. 
Thus, for example, when criticism heated up in connection with the 11.5 percent 
inflation rate in September 1979, the minister correctly proceeded to refute 
them by pointing out that the results of an economic policy, particularly in 
relation to as sensitive a factor as price developments, cannot be judged on 
the basis of such a short span of time. But when he eagerly attempts to 
demonstrate a convergence, he himself chooses a brief period, because if we 
take calendar year 1980, inflation hit 87.6 percent, as compared to a 
currency devaluation of 23 percent (if imported inflation is added in, it 
could amount to 37 percent, as the minister claimed). 


Moreover, although we can argue as to whether the convergence sought by this 
policy is sound or not, we must clearly realize that the policy has been based 
on an overvalued peso or an exchange rate set according to the "little table" 
and on a poorly applied unfettering of the economy. 


The government has forgotten that the best way to set an exchange rate is 
through supply and demand on the currency market and that fluctuations in 
parity are unavoidable if there is worldwide inflation. It was predictable 
that the interventionist measures to set the exchange rate in December 1978 
would have a destabilizing effect on our balance of payments. The bid to 
suppress inflation by means of the exchange rate has meant only trade and 
payments imbalances and, in practice, has encouraged imports, hurt exports 
which are a legitimate source of national income, and promoted waste (tourism). 


This has also resulted from the aforementioned opening up of the economy, 
which I have always defended as a way to achieve industrial efficiency and, 
therefore, competitiveness on world markets. I have often been the target of 
criticism from industrialists enjoying state protection because I argued 

that tariffs had to be reduced. In this regard, I think that the economic 
leadership has succeeded in partially changing the outlook of businessmen by 
persuading them to accept such cuts. However, I have said that the economic 
unfettering has been poorly carried out because the motivation (complemented 
by tariff cuts, the ideal method to tlis end) was not to pursue it as part of 
an industrial policy but to use it as a means of cutting domestic prices by 
bringing in imported goods to compete at prices that local producers could not 
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match. Most domestically produced goods are not in a position to compete with 
foreign items because they have to absorb the high costs of the factors of 
production, on which they can exert no effect (continuing inflation; 
unproductive manpower, because union and labor legislation such as that called 
for in Section 13 of the 14 March 1976 program has not been developed; an 
economic infrastructure that is mostly expensive and inefficient; unfair 
foreign competition ir . e form of dumping, and the mistake of setting lower 
tariffs for some fini '*. products than for the raw materials or inputs needed 
to manufacture them <« » stically, etc). 


These adjustments and ae resulting balance of payments problems also caused 
a drop in our reserves, which fell from $9.6 billion as of 31 December 1979 
to $6.75 billion on the same day in 1980. The facilities accorded incoming 
foreign loan capital, at real rates lower than on the domestic market, 
prompted a rise in overseas indebtedness, which stood at $22 billion on 

30 June 1980 and which must exceed $25 billion at present, for other reasons 
that I will look at later on. 


Monetary and Credit Policy 


A comparison of the "Monetary Developments" statements of 31 December 1979 and 
31 December 1980 shows that last year the money supply doubled, rising from 
10.2 trillion pesos in 1979 to the record figure of 20.4 trillion in 1980. 

The decline in monetary reserves and the resulting contraction of the money 
supply and of the demand for imported goods could have acted as an automatic 
balancing factor. This adjustment did not come to pass, however, because the 
Central Bank offset the drop by expanding the money supply in response to 
Treasury demands to finance the deficit and through printing money to take 
care of the settlements and takeovers of financial institutions as a result 

of the so-called financial crisis that began in April 1980. I need only 
mention that according to the "Monetary Developments" annex of 31 December 1980, 
as well as the listing of its assets, the bank has a net credit of 11.4 
trillion pesos against the Federal Government, while under the category of 
financial institutions, the assets in the form of rediscounts and loans to 
them stand at 11.7 trillion pesos. 


In an article published in this paper (LA PRENSA, 5 December 1980), Manuel 
Tagle states that over the first 54 months of the military gove_nment, the 
issuance of currency has increased 80-fold, whereas during the 35 months of 
the Peronist government it increased by a factor of 11.5. 


Short-term capital flows (a goal of the 1980 program guidelines) have had an 
impact not only on our balance of payments but on domestic interest rates as 
well. They have prompted an increase in these rates in order to prevent this 
money from leaving the country and to encourage rolling it over, in spite of 
the heavy issuance of currency that has marked the last few months. This 
confirms Friedman's empirical finding that high interest rates eventually 
lead to an expansion of the money supply, even though theoretically they are 
supposed to do the opposite. We have seen exactly this in our country: the 
more money is printed, the higher domestic interest rates. 





Faulty Priorities and a Lack of Austerity 


Our economic managers have not been determined enough in carrying out the 
program's provisions for allocating resources in accordance with strict 
priorities. The number one priority ought to be cutting government spending. 
Furthermore, the remaining priorities ought to be determined on the basis of 
the country's essential socioeconomic infrastructure needs. 


Resources have unquestionably been transferred from unproductive to productive 
sectors since the start of the program, and public investment as part of the 
federal budget has gradually grown to an unreasonable level in terms of its 
ratio to the gross domestic product. Public investment has been declining, 
but we are still looking at figures that are not only much higher than in 

the budgets of developing or developed countries but that outstrip our own 
potential for securing real financing. There can be no argument against 
certain basic sectors of our economy having priority. I am talking about 
energy and fuels, roads, the state's essential functions of domestic and 
external security, justice and education. I wonder, however, whether similar 
guidelines or parameters for assessment have enabled funds to be channeled 
into projects that are unquestionably of public utility but that are not 
essential! or top priorities under current circumstances in our country. I 
am talking about highways, recreation areas, the world soccer championship 
and its aftermath, ATC, which continues to soak up Treasury funds. 


The problem of cutting government spending must be attacked not only by 
returning state-run enter, rises to private hands but also by truly stream- 
lining government and decentralized agencies. This does not mean just 
eliminating superfluous jobs or expenditures. It means abolishing the 
services themselves, which are unnecessary more often than not and which 
overlap in a single or in various jurisdictions. The government should have 
also pared back the countless special accounts as much as possible, because 
they violate the principle of a single budget. 


Another sign that there was no real policy to contain public spending could 

be seen from the beginning in the approach to the administrative organization 
of the state. More ministries and countless secretariats and undersecretariats 
were created for the sole purpose of ranking individuals, not functions. 


Nor has austerity been a hallmark of the government in its performance of 
public functions. Although the countless ov..-*eas missions by Argentine 
Government officials were initially justifiable in order to present Argentina's 
new image, which these missions did with decorumand dignity, over time this 
justification faded, inasmuch as they made it seem as if our foreign service 
were unnecessary or inoperative. Furthermore, when such missions were headed 
up by high-ranking officials with sufficient experience to carry them out 
successfully, they most cf the time included an entourage of superfluous 
officials. 


If I continued discussing this absence of a strict, realistic approach to 
public spend’ 1g, I would begin relating incidents. If Argentina was supposed 














to have made an impression on the rest of the world, then this impression and 
ite resulting image should have been provided exclusively by its institutional 
qualities, by its economic progress, by ite advanced culture, by the material 
and more! credit that it» leaders deserve and by respect for principles of 
political ethics and international conduct, not by sumptuous receptions and 
frequert government and business missions. Entourages, ceremonies and 
celebrations that evidence a spending capacity that the country does not have 
are not needed to explain the country's situation, its new direction, its 
new capacity for accepting foreign investment (which was done very well) or to 
inaugurate an overseas branch of an official bank. 


The Financial Crisis and Its Repercussions 


Some people have tried to justify the liquidations of financial institutions 

as 4 constructive and even necessary means of economic housecleaning and as a way 
to eliminate negative and undesirable elements. This is partly true, because 
uprooting anything damaging to a system always involves economic housecleaning. 
However, they are overlooking why the damaging development to which I am 
referring came about. 


We should remember that the financial institutions law proposed by the economy 
minister did not call for the state to insure savings deposits. Here the 

state departed from the principle of a secondary role that it has preached so 
often. Wouldn't such a guarantee in some way violate the principle of citizen 
equality before the law, inasmuch as the state would be guaranteeing the 
inviolability and profitability of investments channeled into the financial 
sector while investments in other sectors would not be accorded such guarantees? 


Just as I have always argued that interest rates should be decontrolled, I have 
opposed government deposit insurance, although I acknowledge that such 
insurance is justified by the existence of the state banks, which implies 
government insurance for depositors. The elimination of deposit insurance that 
I advocate entails the scaling back of the government banks’ role to one of 
promotion, which is the reason why they were set up. In its latest report 
ADEBA [Argentine Bank Association] contends that government banks must be 
scaled back "as a main objective, not made more efficient” (LA PRENSA, 

1) January 19861). 


There can be no doubt that deposit insurance has brought on irresponsible 
attitudes on the part of new financial agents, who have undertaken their 
activities without ethical or technical qualifications and attracted savers 

who did not need to discriminate as to the merits of the institutions accepting 
their deposits. Has the state fulfilled its role as bank watchdog, through 

the Central Bank, as broadly as it is authorized to do and, moreover, with the 
zeal and precautions that the new system of decontrolled interest rates 
demanded? Those of us outside the government cannot judge the scope or 

timing of actions by banking authorities in this regard, but the government is 
aware that the country is concerned about this. 














How can officiale and former officials of that inetitution say that the 
housecleaning was necessary to remove undesirable elements from the world of 
finance when the Central Bank at one point authorized their activities? 


Clarification 


In the first part of this article, published yesterday, the quote relating to 
the General Directorate of Military Manufactures ended with the words 
“shattering it." The following four lines should not be in quotation marks 
because the remarks are the author's, not part of the quote. 


{18 Mar 81, p 7) 


[Text] While our economic leaders were endeavoring to demonstrate that the 
inflation rate (wholesale prices, of course, the most favorable index) and the 
fixed exchange rate were converging, an undisguisable economic crisis was 
taking shape in the second half of 1980 as a result of the jolting but not 
surprising case of the BIR (Banco de Intercambio Regional), in spite of the 
emergency and concession measures taken to surmount the crisis (which violated 
our judicial system, as in the case of the “bank clubs," which contravene the 
national insolvency law, or Law 22,229, which grants a special moratorium to 
the associations in the so-called Grecco group that does not cxtend to their 
creditors). This crisis resulted in payments suspensions by many major 
production companies, with the respective proposals for bankruptcy or for 
arrangements with creditors to prevent it; the failure of numerous financial 
institutions, and runs on the exchange market stemming from the widespread and 
factual belief that there was no better buy in Argentina than the dollar and 
that the overvalued peso could no longer be propped up. 





Once the exchange guidelines were postponed until 3! March, even the least 
experienced speculators assumed that because there had been widespread 
advocacy for some time back of a gradual correction of the preset exchange 
rate, the devaluation would be a fact from that point on. These expectations 
resulted in the Central Bank losing millions in foreign exchange day after 
day, either because the capital received in foreign currency loans was not 
rolled over or because of the investor stampede into the currency that would 
undoubtedly increase in value soon with respect to ours. 


Devaluation, Interest Rate, Credibility 


In light of these developments, the government, in an unusual communique 
issued not by the Economy Ministry or the Central Bank but by the Presidential 
Press Secretariat, announced a 10 percent devaluation and a monthly increase 
in buyer and seller exchenge rates. The press release concludes with these 
words: "This decision has been made by joint agreement of the current and 
future authorities of the national government." 


The day after the devaluation, expectations surrounding the rise in the 
exchange rate were greater than the day before. During the first week after 
the devaluation the Central Bank lost about $500 million and about $1! billion 








the second week, The result was that ae of 15 February reserves stood at 
$5.2 billion, compared to $6.75 billion last 31 December and $9.6 billion on 
the same date in 1979, 


I do not understand how the nation's economic and monetary authorities and 

the future president's advisers and probable ministers who were involved in 
these exchange rate negotiations failed to take into account that a devaluation, 
like inflation, is triggered quickly and almost automatically by psychological 
expectations rather than concrete factors. 


It bears noting that although devaluation is said to be an economic fact that 
must be denied until the very end by the people in charge of ordering one, 

our case is different, because we were not dealing with a devaluation of a 
floating exchange rate or of a fixed exchange rate “sine die," but rather an 
exchange rate that was adjusted periodically. This entailed a government 
commitment to domestic and foreign economic agents, a commitment that has 
been broken, with a resulting loss of credibility and doubts about what is | 
to come, because if the future authorities agreed to break their predecessors’ 
pledge, they too might modify the new arrangement. 


This is what the man on the street, businessmen and all sorts of savers and 
investors thought, because in the weeks following the devaluation the outflow 
of foreign exchange was alarming, and exchange rates exceeded the ones set by 
the new table. Expectations were widely excited once more, and for this simple 
reason: if the gap between the gradual official change and what was thought to 
be the actual parity were 40 percent or so, it would be covered by means of a 
3 percent monthly devaluation and the one-time 10 percent devaluation; 
however, if one of the effects of the devaluation is a change in relative 
prices, this will have an impact on the rate of price rises, and therefore 

the inflation rate forecast by Dr Martinez de Hoz will be surpassed, and a 
second devaluation will be needed to balance things out again. 


I feel that a devaluation was needed. A fictitious exchange rate has 
artificially stimulated imports, discouraged exports and necessitated a 
“manipulation” of domestic interest rates to attract short-term speculative 
capital. The extent of our monetary reserves enabled us to live with a 

false sense of well-being in 1980, with "suppressed inflation," with a 
mounting budget deficit, with an alarming issuance of currency to cover it and 
to cope with the banking crisis and with an inflow of short-term foreign 
speculative capital lured by a real interest rate that was lower than the cost 
of local money, which in turn helped to expand the Central Bank's reserves. 

By the time 198! arrived, economic stagnation and high interest rates 
("manipulated" upwards to prevent an outflow of foreign exchange) seriously 
aggravated the economic picture by making it impossible for borrowers to pay 
such high interest rates at a time when inflation was declining. In light 

of this situation, economic theory suggested a reasonable devaluation. 

Despite these arguments, however, I am still against the decision that was 
made, because as | said before, it interrupted an exchange rate policy that 
the government had pledged to pursue over time. 








It also bears mentioning that the continuation of the exchange guidelines means 
that the market is still being controlled and that a devaluation should not 

be ordered as an isolated measure. Rather, it should be part of an economic 
program to tackle the basic problems we face in this area. The government 
should have developed and announced a comprehensive economic program with a 
new public spending policy that would enable it to reverse its expansionary 
monetary policy and make adjustments in tariff policy. In this case, as part 
of a system for dealing with the present crisis, a devaluation would have been 
an additional adjustment or balancing move. 


Since this was not done, the economic leadership lost the confidence it 
requires, and the "little table” has ceased to represent a guarantee. The 
future government's basic task will be to restore credibility. A floating 
exchange rate system would be acceptable. If it is subject to Central Bank 
controls or if the quotes evidence sudden wide swings, it will not resolve 

our existing problems, much less restore confidence. The application of 
exchange controls is an alternative but not a solution, because it runs counter 
to the system of free exchange rates that the government wants to see 
implemented and that hopefully wili be. 


Continuity of Mistakes 


Realizing the problem created by this move, the economy minister released a 
document on |! February contending that "the populace must realize that even 
though the government had to make an exchange rate adjustment earlier than 
planned in order to dispel the uncertainty that has arisen because of the 
change of administrations, this does not alter the continuity of the Process 
Or its major policies. The Military Junta, the president and all of the 
people in charge of the Process have reiterated that continuity is the great 
challenge for Argentines.” IL do not think that the exchange rate adjustment 
breaks the continuity of the Process. What the basic guidelines of the future 
government ought to respect is the continuity of the sound principles on 

which the economic program is based. I hope, however, that certain policies 
or strategies are not continued, because that would mean a continuity of 
mistakes. If the document's main purpose was to slow down the run towards the 
dollar, it did not work, because the foreign exchange flight reached its peak 
in the days that followed. Nevertheless, bank reserve requirements were 
boosted, thus accentuating the lack of liquidity in the marketplace and 
attracting more savers with the high interest rates on deposits that banks were 
otfering to both stem the outflow of foreign exchange and raise funds in light 
of the aforementioned lack of liquidity. This could gradually dampen and 
uproot expectations of a devaluation at the risk of heightening the recession 
by boosting financing costs for borrowers, with the resulting repercussions 

on prices. To summarize, restoring confidence is today's watchword. Also, 
this will dampen inflationary and devaluation expectations, cause interest 
rates to fall in line with inflation and bring about a proportional drop in 
borrowing costs, thus enabling our economic agents to weather the storm that 
is battering then. 














Conc lusions 


1) The government says that its program is not tied to any theory, arguing 
that “it is a waste of time to try and justify a theoretical classification," 
It has leaned towards the approach of “overriding pragmatism" instead. Since 
one of my shortcomings is said to be my inflexibility regarding principles or 
theories that I uphold, I can hardly agree with the program's detachment from 
any economic theory. There are two possible reasons for not taking a theoretical 
position and adopting pragmatism, which is a symbol of "no stand": not having 
clear-cut ideas, an assumption that can be ruled out in this case, given Dr 
Martinez de Hoz' exceptional intellectual gifts; or the desire not to commit 
oneself to definite stands so that should the need arise, changes, theories or 
positions can be adopted that are looked upon more kindly by the people in 
power. This approach, which is regarded as flexibility, assures * continuity 
of persons, not systems. 


An economic policy that does not adhere to a clear-cut theory is merely 
another of the in-between, essentially hybrid positions that in some cases in 
good faith and in others deceitfully attempt to mix together theories 

and principles to extract what is regarded as the best of each and to implement 
courses of action that are at times totally contradictory. 


If I had to describe this economic policy, 1 would use the same label it has 
pinned on itself: pragmatic. That says it all. In economics, as in most things 
in life, either you are or you aren't. You cannot be a liberal in one respect 
and an advocate of government intervention in another. You cannot be a liberal 
in political matters and a supporter of state control in economic matters. A 
program is not liberal or quasi-liberal just because it applies tlhe theory of 
economic liberalism in a number of aspects if various forms of go ernment 
involvement predominate in other aspects. It bears recalling, ir this regard, 
that in defining my view of modern liberalism, I contend that racher than 
ruling out state involvement, it bolsters it in connection with the fulfill- 
ment of its essential duties, and much less does it deny social rights. 


2) The government's noteworthy accomplishments that I listed at the outset of 
these articles were the r.sult of Liberal measures, but they do not justify 
labeling the entire policy liberal, because my analysis of its various facets 
over the past 5 years shows that economic freedom has not been < characteristic 
of exchange rate policy, monetary policy, the continuation of state ownership 
that could be returned to private hands, etc. If it is undeniably true that 
there are exceptions to every rule, in this case we would perhaps be unable 

to say for sure what has been the rule and what has been the exception. One 
must be coherent and consistent in practice as well as in theory. In practice 
too, either you are something or you are not. The fact of the matter is that 
to a greater or lesser degree we have deviated from the liberal system because 
that was the intent, as the government stated honestly in announcing the 
program. Thus, my remarks are not intended as criticisms of our economic 
leaders, who have not deceived us in this regard; rather, I am criticizing all 
those people who think that the system is different from the one our leaders 
said they were going to pursue. 





3) In hie press release of || February, the economy minister said that the 
continuity initiated by the Process constituted an unknown experience for 
contemporary Argentines, and he attached greater importance to it than to 
ideological affinities or to whether or not the proposed policies were, in 
fact, carried out. This should come as no surprise to us because it is a 
reaffirmation of his pragmatism. Continuity is not, however, an unknown 
quantity to us, because as LA PRENSA put it so well in its 22 February editorial, 
“on the contrary... except for several sporadic and unsuccessful attempts at 
reform, the system of ideas, the organization of government, the social and 
economic structures, im other words, the legacy of Peronism in its essential 
and most pernicious facets, have been preserved intact." 


4) Continuity is, however, a quality that we should develop in our new 
government officials, but not indiscriminately as if everything were worth 
preserving. Let us advocate the continuation of all the good things that have 
been done, the preservation of the liberal structures that have been erected 
and the abolition of the systems of government intervention and control that 
stifled our economy for almost 40 years. But let us not, out of pride or 
arrogance, strive for a continuity of mistakes. On the contrary, let us 
acknowledge the rectifications that have to be made to continue along the path 
towards the lofty objectives that can be attained only by means of a drastic 
and sweeping shift to an economic policy that is consistent in every respect. 
In this regard, the remarks that the commander in chief of the army, Lieutenant 
General Galtieri, made on his visit to Rio Negro and that the papers quoted on 
22 February, are encouraging. He said: "No one should harbor the hope that we 
will erect tariff barriers so high that we lock ourselves in an exclusively 
Argentine cage. That would be suicidal for the nation's future, and I do not 
want my children to live in a country like that...We must not return to 
government control, to incorporating deficit-ridden enterprises into the 
powerful state and its spending. That would be folly, subsidizing sheer folly. 
And so would returning to dirt-cheap loans that the Argentine people eventually 
paid for." These words reflect the line of thought that I mentioned at the 
beginning of this article in listing the accomplishments of recent economic 
policy. It shows that certain leaders of the National Reorganization Process 
believe in the approach that I feel (without claiming a monopoly on the truth) 
is the only path that will lead to a fitting political solution in keeping with 
the objectives set forth on 246 April 1976, the modest path of sound admini- 
stration that will put our economy on a firm footing. 


8743 
CSO: 3010 








COUNTRY SECTION ARGENTINA 


BRIEFS 


SORGHUM, SUNFLOWER CROPS--The sorghum crop is up by 156.2 percent owing to the larger 
area sown, and is expected to total 7,583,000 tons--a record both for output and 
yields. The sunflower harvest will be 14 percent down from last season because of 
the smaller area sown, but will total, 1,410,000 tons. [PY122146 Buenos Aires HERALD 
in English 12 Apr 81 p 2] 
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COUNTRY SECTLON BOLIVIA 


NEW UNIVERSITY RECTORS SWORN IN 
PY140230 La Paz Radio Illimani Network in Spanish 0100 GMT 14 Apr 81 


[Excerpt] At an important ceremony which took place today, Monday, in the Central 
Hall of the Greater University of San Andres, President Luis Garcia Meza swore in 
the new Bolivian university rectors. The ceremony was attended by the members of 
the junta of commanders, the chiefs of staff of the three forces, all cabinet min- 
isters, high-ranking officers and civilian officials and representatives of the 
church. 


The ceremony was initiated with the national anthem, after which the decree by which 
the university officials are appointed was read by Minister Secretary (Jorge Sala- 
zar): 


[Begin recording] The Council of Ministers decrees: 


Article 1. The following citizens are appointed as members of the National Bolivian 
University Council: Mario Aguilar Zenteno, Maj Marcelo Calvo, Eng Gaston Mejia 
(Braun) and Eng Gonzalo Arce (Alva). 


Article 2. The following citizens are appointed as rectors of the universities 
which are listed: Greater University of San Francisco Javier [Sucre], Gen (Luis 
Ramirez); Greater University of San Andres [La Paz], Luis Fernando (Valle); Gabriel 
Rene Moreno University [San Cruz], Mario Serrate Ruiz; Greater University of San 
Simon [Cochabamba], Lt Col Juan Vera; Technical University of Oruro, Gen (Hugo 
Badani Montano); Tomas Frias University [Potosi], Gen Adolfo Zuniga (Bosch); Juan 
Misael Saracho University [Tarija]), Col Federico Paz (Loa Marshal Jose Ballivian 
Technical University [Beni], Gen Adalid Eduardo (Ebb). 


Article 3. The following citizens are appointed vice rectors at the universities 
named in the preceding article, following the same order: (Tomas Urioste Gantier), 
Eng (Ismael Montes de Oca), (Walter Parada Rivero), Eng (Frey Mercado Rojas), Eng 
(Carlos Barrientos Careaga), Prof (Eduardo Rios Rios), (Mario Tosidos Tejas) and 
(Adalid Tejada Balcazar). [End recording] 








COUNTRY SECTION BOLIVIA 


BRIEFS 


FLOOD DISASTER--La Paz, 12 Apr (AFP)--It was reported here today that the floods 
which have recently taken place in Beni Department have caused material losses 
totaling $50 million and left 9,000 families homeless. The losses include large 
numbers of cattle, much of the crops and the homes of numerous settlers. It was 
also reported that the armed forces have sent 18 tons of basic foodstuffs to a 
third of the affected families. The Beni Development Corporation (Cordebeni) has 
announced that it will ask that a state of national emergency be decreed to enable 
a solution of the serious regional problems caused by the floods. [PY130050 Paris 
AFP in Spanish 1628 GMT 12 Apr 81] 


NATIONAL BUDGET APPROVED--The Bolivian finance minister, Jorge Tamayo reported yes- 
terday that the government has approved the national budget for the current fiscal 
year and that this budget amounts to 27 billion Bolivian pesos. [La Paz EL DIARIO 
in Spanish 3 Apr 81 p 1 PY] 


PROSPECTING PROJECT--The Bolivian Geological Service (GEOBOL) has announced a mineral 
prospecting program for the 1981-85 period as a continuation of the "Cordillera 
Project." The prospecting operation will be mainly carried out in Tinquipaya and 
Tupiza, Potosi Department, convering an area of approximately 100,000 square kilo- 
meters. [La Paz PRESENCIA in Spanish 10 Apr 81 p 8 PY] 
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COUNTRY SECTION BRAZIL 


DAILY COMMENTS ON RENEWED CONFIDENCE IN BRAZILIAN ECONOMY 
PY132043 Rio de Janeiro 0 Globo in Portuguese 11 Apr 81 p 1 
[Editorial: “Resurgence of Confidence") 


[Text] A new credibility of the international financing community in the Brazilian 
economic policy may be assessed at once by the results of Delfim Netto's mission 
to Europe, and especially to the FRC. 


In addition to the immediate loans for the Vale do Rio Doce Company, the Sao 

Paulo Electric Company (DESP) and the Brazilian Nuclear Corporations (Nuclebras)-- 
all of high priority since they concern the energy problem--the planning minister 
has announced future investments of $3 mill'‘on by German businessmen in Brazil. 


The atmosphere and results of this mission differ substantially from the circum- 
stances in which Delfim Netto's previous mission, aimed at seeking foreign resources, 
developed. At that time, the financing companies and the international bankers 

did not conceal their doubts about the course the Brazilian economy was taking. 


But the Brazilian Government was capable of resorting to more realistic measures 
which have resulted in increasing internal savings as well as obtaining loans from 
foreign sources. 


The trade balance behavior during the first 3 months of the year, undoubtedly, was 
one of the main reasons for the receptivity Delfim Netto met in Europe. The eco- 
nomic slow-down policy [politica de desaquecimento] has reduced imports and now 
that the system of subsidies for the export of manufactured goods has been reestab- 
lished it is common belief that by 1981 our trade balance should be at equilibriun. 


The increasing incentive to manufacturers, the good harvests and the international 
prices of various agriculture products for export (such as the case of soybeans, 
for example) should consolidate the expectations of an equilibrium and possibly 
result in a surplus. 


While we are assured that we have the support of foreign loans, which by all means 
were indispensable, the efforts to find solutions and guidelines for internal 
savings continue. [Everything indicates that we are taking the right step in this 
regard. In reality, the Brazilian internal savings index is one of the highest in 
the world and follows an increasing tendency, while the opposite happens in the 
United States and Europe. 








The world financing community knows more about the Brazilian reality than many of 
our politicians and technocrats. Therefore, when it gives an unmistakable sign 
of confidence in the government's economic strategy, its attitude should be judged 
as having very well founded bases. 


The planning minister's statement that the most difficult days of the Brazilian 
economy were over, with a declining inflation, is not what impressed the European 
financing sectors favorable; they handle facts, and those facts are what today 
confirm Delfim Netto's hopeful words. 














COUNTRY SECTION BRAZIL 


COMMENTATOR ON DECLINE OF EFFICIENCY IN U.S. 
PY131959 Sao Paulo 0 FOLHA DE SAO PAULO in Portuguese 11 Apr 81 p 9 
[Commentary by Paulo Francis from New York: "A Feeling of Frustration") 


[Text] The ever present feeling that nothing works in this country which the 
common American is experiencing was further strengthened yesterday when the 
"shuttle" [given in English] of space shuttle spectacularly failed in Cape Canaveral 
after 3 years of delays and expenses amounting to $10 billion. They have told us 
that it was due to a computer error. This could be true. And perhaps it is possi- 
ble that the common American would not be so depressed if everything in this 
country was not done amid extravagant displays of publicity because of which, 

even when things do work out right, the people end up disappointed. 


The space shuttle was not the only disaster to take place yesterday. Mount St. 
Helen's volcano is at work again and it is impossible to blame this on a computer 
as well. Worse still is the report received the day before yesterday and confirmed 
yesterday that a U.S. nuclear submarine wrecked a Japanese freighter. In the 
final analysis the blame befalls the Americans. Let us say that the officers of 
the freighter were either drunk or drugged, or engaged in whatever the Japanese 

do to wile their time away. The fact is that a nuclear submarine is a surprise 
weapon of the superpowers and it must be on alert 24 hours a day. What happened 
with the officers of the submarine or its sonar system? Were they all drunk, 
drugged, asleep or playing cards [biriba]? The navy laments the event but provides 
no explanations claiming "national security reasons" which is the most frequent 
excuse of the U.S. armed forces when they make a mistake. 


Even the bullets which wounded Reagan and his companions tell the common American 
that there has been a decline in American efficiency, even though no newspaper 
here would publish this and all of us, Americans and foreigners alike, are happy 
with this evidence of inefficiency since it saved the lives of Reagan and company. 
But we should bear in mind that the bullets in question were explosive bullets, 
that is, they should have exploded on hitting the target. The fact that the one 
which wounded Reagan did not explode is explained by saying that it had lost power 
because it had ricochetted before hitting him. But what about the others? The 
only possible explanation is that the bullets were as faulty as the American auto- 
mobiles whose industry, among others, is falling apart. 








Do the nuclear missiles work? This is something which no one will be able to test 
for the time being. But it is known that the "Trident," supreme submarine defense 
weapon, is not working out too well. The navy blames the manufacturers and the 





manufacturers blame the navy. The only thing we know for sure is that the "Trident" 


is, colloquially speaking, a flop. 


The Americans are worried and rightfully so. Nothing worries them more than this 
"queue" to kill Reagan unless Jody Foster goes to bed with the potential k‘llers. 
The impression--mostly exaggerated and absurd--that the United States har — unged 
into anarchy and madness increases. I have been reading several European <ws- 
papers. 


Fortunately for their mental health, the Americans do not read these newspapers. 
The image of the country, the very country which invented the idea of public 
relations and image, has been shattered. The only good news which we have had 
here, spreading like a rumor, is that Haig will last until June at most. This 

I will discuss tomorrow. May I add that he has lasted too long in any case. 
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COUNTRY SECTION BRAZIL 


FINANCE MINISTER CONCERNED OVER PRODUCTION DECLINE 
PY141242 Rio de Janeiro JORNAL DO BRASIL in Portuguese 12 Apr 81 p 27 
[Text of interview with Finance Minister Ernane Galveas in Brasilia--no date given] 


[Text] [Question] As a result of the government's economic policy, there has 
been a slowdown in economic activities in general since December. The Sao Paulo 
State Industrial Federation [FIESP] is completing a report which shows that 73,000 
employees have been dismissed since October. How does the government view this? 


[Answer] We do not yet have any definite information on the employment situation 
during the first ronths of 1981. We have a survey made by the Brazilian Geographic 
and Statistical Institute [IBGE] last year showing an employment rise of nearly 

3.9 percent in 1980. For the first month of this year we have data gathered by 
FIESP indicating some decline in employment. However, it seems to us that such 
data are influenced by some specific sectors such as the textile sector, which 

for some time has already been going through a difficult phase, and the auto- 
building industry. Judging by the opinion of the businessmen themselves, there 

is not a widespread unemployment problem. 


[Question] But isn't the government concerned about the possibility that the 
crisis might spread? 


[Answer] The government is always concerned about the prospect of reduced economic 
activities which could cause a drop in employment. For this reason, as soon as 

the government noticed the possibility that the export of manufactured goods might 
drop, thus aggravating the situation in some industries, initiatives were taken 

to insure that the level of export of manufactured goods is maintained. The govern- 
ment is permanently concerned about the possibility of recession which would be 
worse than the situation created by inflation. The government really has no need 
for anxiety about any situation in particular. As long as the general situation 

is not causing greater concern, the government has to proceed with its stabiliza- 
tion policy and its export policy within the framework of directives and measures 
of economic, financial and foreign exchange policy that is not changed at every 
turn. 


[Question] Within that context, what can be said about the salary policy which 
the government considers to be inflationary? 





[Anewer! The salary law is being fully applied. Once decisions have been made 
during collective bargaining, the enterprises pay the salary readjustments in 
accordance with the law. However, what we know is happening is th. job transfer 
ia on the rise. This is causing what we may call “temporary unemployment." Some 
highly paid employees are being transterred from one job to another lower-paying 
job. This is to say that the salary law is being complied with, but the companies 
that cannot afford to pay salaries in accordance with the law are resorting to 
market mechaniemse in order to keep their payrolls in Line with their potential. 





[Question] You have recently proposed a change in the twice-yearly salary readjust- 
ments. Do you etill believe that there should be a change? 


[Anawer) I believe that in a situation of high inflation as the Brazilian economy 
is experiencing now, there is no sense in a law or government resolution forcing 
enterprises to pay salary readjustments higher than the rate of inflation. When 
the government intervenes with a salary policy the objective is to lessen the 
pressure of salaries on inflation. The opposite is now happening in Brazil. But 
the salary ‘ew is working and the enterprises are trying to fend for themselves 
through marke’ aechanisms. I! believe that this is working reasonably well. 
Allowing freedom for salary negotiations, even maintaining twice-yearly readjust- 
ments, could create better conditions for the enterprises to adjust more rapidly 
to the .urrent economic situation. 


[Question] In this case, will there be collective bargaining every 6 months? 


[Answer] Collective bargaining could be held annually, provided the enterprises 
are not forced to make rigid readjustments out of line with their economic and 
financial potential. 


(Question] Minister, in the government's view, what is most important this year: 
fighting inflation or paying external accounts’ 


[Answer, Both of them are important and they are interrelated. From the stand- 
point of the national economy, I believe that reducing the difference in the balance 
of payments is a priority. However, inflation in turn creates a series of negative 
effects on the economy and on the balance of payments. These two factors should 

go together. We have to fight inflation and try to even up the balance of payments 
at the same time. 


[Question] Politicians have expressed concern about the food problem for the people. 
They believe that even if inflation should lower to 60 percent next vear when 
elections will be held, the problem with food will continue. There have been 
proposals about "food baskets." How do you view this problem? 


(Answer! I believe that such concern about food in some sectors is quite right. 
However, | do not believe that this problem deserves any special attention given 
the fluctuations in the current situation. We have had two good harvests in 1980 
ind 1981, better than previous ones, and it would be very difficult to say that 
people are going hungry. I would not say that the people are having food aplenty. 
but I would not say that they are going hungry either. I do not think that the 
situation is worse than in previous years. Nevertheless, this is a question for 
continuing discussions, deserving the concern of the government. 
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COUNTRY SECTLON 
BRAZIL 


BRIEFS 


MILITARY IMPLICATIONS--This is just another satellite joining the space race, in 
preparation for the space war. The United States will take a new step (?in space) 
today, in preparation, perhaps, for a new race in [word indistinct]. The first 
space ship put in orbit around the earth, was the Soviet Sputnik, and the first 
man aboard a space ship to orbit the earth was also a Soviet, Yuriy Gagarin. The 
United States then reacted and ended up being the first country to send a man to 
the moon. And now it is launching the new space shuttle Columbia, which can be 
launched in to space and returned to earth several times. The Sputnik has had 
tremendous military implications, being capable of carrying an atomic bomb around 
the earth. The Soviets succeeded in placing the first man in orbit around the 
earth: Yuriy Gagarin. And he United States succeeded in placing the first man 
on the moon. And now the United States hac the space shuttle Columbia. What is 
the main objective? With the space shuttle Columbia, with important military 
implications, the United States will be able to send soldiers to the space, and 
will also be the first to do so. [Words indistinct] of the ultimate space race, 
perhaps to other worlds, and the military implications (?are unlimited). [Text] 
[PY101512 Sao Paulo Radio Bandeirantes Network in Portuguese 1000 GMT 10 Apr 81] 


ARMED FORCES PROMOTIONS--Prasilia--President Joao Figueiredo has signed decrees 
promoting the following army officers: to Gen: Heitor Furtado Arnizaut de Mattos, 
Tulio Chagas Nogueira and Heito Luis Gomes de Almeida. To Maj Gen: Paulo Campos 
Paiva, Haroldo Ericksen da Fonseca, Ivan Dentice Linhares, Edison Boscacci Guedes, 
Jorge Federico Machado de Sant'anna, Alvir Sourto, Newton Araujo Oliveira e Cruz 
and Fernando Valente Pamplona. To Brig Gen: Hans Gerd Althemburc, Murilo Fernando 
Alexander, Antonio Joaquim Soares Moreira, Orlando Morgado, Jose Amaral Caldeira, 
Armando Patricio, Romero Lespequeur Sobrinho, Paulo Figueiredo Andrada de Oliveira, 
Antonio Luiz Rocha Neveu, Ary Vaz de Melo Fonseca, Garrone Romao Veloso and Otavio 
Luiz de kezende. President Figueiredo also promoted the following air force 
officers: Major Generals Clovis Pavan, Waldir Vasconcelos, Rodopinao Barbalho and 
Bertholino Joaquim Goncalves Neto to generals; Brigadier Generals Adelio de] 
Tedesco, Jorge Jose de Carvalho, Paulo Roberto Coutinho Camarinha, Antonio Arison 
de Carvalho, Luiz de Gonzaga Lopes and Waldir Pinto da Fonseca to major generals; 
and Colonels Sergio Luis Burger, Murilo Santos, Mario Acacio Alves Baptista, Luis 
Antonio Cruz, Mario Fernando Cecchi and Pedro Paulo Ferraro Maia to brigadier 
generals. [Rio de Janeiro 0 GLOBO in Portuguese 31 Mar 81 p 4} 








NEW ALK FORCE OFFICIAL=-Air Minister Delio Jardim de Mattos today administered 
the oath of office to Gen Clovis Pavan as director of the Research and Development 
Department. [Brasilia Domestic Service in Portuguese 2200 GMT 6 Apr 8&1] 


NEW BAR PRESIDENT ELECTED--Jose Bernardo Cabral was elected yesterday as the new 
president of the Brazilian Bar Association [OAB] thus defeating Jose Sepulveda 
Pertenece, the other candidate, by 19 votes to 7. [Rio de Janeiro O GLOBO in 
Portuguese 2 Apr 81 p 1) 


MARCH INFLATION FIGURES--The Gertulio Vargas Foundation today released the infla- 
tion figure for March, which amounted to 7.4 percent. For the 3-month period of 
January-March, inflation amounted to 24.1 percent. [Brasilia Domestic Service 

in Portuguese 2200 GMT 7 Apr 81) 
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COUNTRY SECTLON CHILE 


BRIEFS 


NEW UNIVERSITIES ESTABLISHED--The Chilean education minister has announced that 
four new state universities have been established. These four new universities 
are: Antofagasta University resulting from the merger of the National Chilean 
University and the State Technical University of that city; La Serena University, 
resulting from the merger of the National Chilean University and the State Tech- 
nical University of that city; Biobio University established on the basis of the 
State Technical University of Concepcion; and La Frontera University as a result 

of the merger of the National Chilean University and the State Technical University 
of Temuco. [Santiago Chile LA TERCERA DE LA HORA 20 Mar 81 p 8] 


CSO: 3010 

















COUNTRY SECTION COSTA RICA 


PAPER ACCUSES COMMUNISM OF FOMENTING TERRORISM IN COUNTRY 
San Jose LA REPUBLICA in Spanish 18 Mar 81 p 6 
[Editorial | 


‘Text |) <A group which claims solidarity with the leftist terrorists and guerrillas 
that are covering F! Salvador with blood, and which claims to have ties with the 
Sandinists who arc pressuring to cast Nicaragua into a Marxist dictatorship, had 
the gall to take credit for the macabre glory of yesterday's cowardly bombings in 
San Jose. They thus lett no room tor doubt about the origin of the attacks that 
are bloodying the tradition of peace, democracy and harmony that has characterized 
our people. 


We are not going to resort to the fearful timidity which is used as a shield by 
those who protest violence, “whether from the extreme left or the extreme right," 
because "Commando Commander Carlos Aguero Echeverria’ took it upon himself to 
inform the country to which sector the terrorist group belongs, and what it is 
capable of doing. That is why we lay the full blame for what happened on the 
leftist extremists, who are more and more audacious in their assaults against our 
democratic system. Their audacity is fed to a egreat extent by the timorous 
attitude of those of us who claim to be democratic, while playing the convenient 
fool bv Signing requests to authorize parades t: express solidarity with the 
Salvadoran auerrillas. Afterwards, as in the events we have just witnessed, bombs 
are set oft in their name. 


Every Cosia Rican should become a true soldier of democracy, not to ae ut on a 
witch hunt, but to tind and punish the criminals who have no qua.ms about sullving 
our national prestige at a time when we utfgent ‘y need the help of Western nations. 


Let us not deceive rselves; let us not play the sad role f «gullible fools. The 
lettiat Oxtromi<et * ah Dared Vester fav's ie wardly ict AS are sponse té t he parliamer 
tary decision to authorize the visit t U.S. warships. This can be discerned trom 
the manifest put t ft the terrorist group laiming credit for the events. It 
mentioned ‘'tt mpiicity ft tthe eovernment, the legislative tactions t Unity and 
Liberation, ind f r respective parties if t the attempt to mak ta Rica " 
, , 


conduit for the Yankees hips, planes and troops on their way t intervene in El 
Salvador.” J rant 


urtesyv visi of * American 








[tc is the Costa Rican people who are responsible for preventing the consequences 
of the error committed by the government in allying itselt with Cuba to arm the 
Nicaraguan extremists. It was that action that unleashed the tide of violence in 
Central America which is threatening to cogull us. It also led to the tilthy trade 
in weapons, visas and drugs. The first repercussions can be seen in the bombs that 
exploded in San Jose yesterday, and it was the Cerrorist manifesto that set off 
those bombs, calling upon people to intensify their efforts "for the construction, 
consolidation and development of their political and military organizations." This 
is tantamount to a veritable act of war, in the war declared by one of the 
Communist deputies in the Legislative Assembly. 


BY 26 
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COUNTRY SECTION CUBA 


COMMENTARY STRESSES ‘HEADACHES’ OF U.S. AUTHORITIES 
FL101938 Havana Domestic Service in Spanish 1800 GMT 10 Apr 81 


[Revolutionary Armed Forces and Interior Ministry combatants political information 
program commentary | 


[Text] The day began full of difficulties and setbacks for the belligerent Pentagon 
in Washingte:. After 2 years’ delay, the launching of the space shuttle Columbia 
had to be postponed once more because of serious technological problems on board 

the spaceship. President Reagan, who news agencics said had risen early from his 
bed at the George Washington Hospital to watch the launching on television, was 

only able to watch the announcement of the new postponement. The president had 
congratulated the ship's two pilots ahead of the launching for their participation 
in an enterprise that would, in his words, turn Americans into space giants. 


The main object of the abortive Columbia flight was to test the spaceship, designed 
to be launched like a rocket and land like an a’ -plane. 


The truth is that the U.S. Aeronautics and Space Administration, along with the 
Pentagon, has employed 10 years and more than $10 billion in the trouble-plagued 
contraption. The future pilots of the space vehicle, which is of great interest 

for the belligerent plans of the U.S. Defense Department, had to remain hanging 
almost upside down for over 3 hours in the ship's cabin until tix experts decided 

to postpone the launching. The flight, which will last a little over 2 days, will 
probably take place on Sunday if the problems of the electrical and backup computers 
systems are solved and, of course, if no new complications arise 


The Pentagon's headaches grew worse with the announcement that the U.S. atomic 
submarine George Washington was to blame for the sinking of a Japanese cargo ship 
in Eastern China seas. The Japanes News Agency, KYODO (SUSHIN), reported that 
following its collision with the Japaneseship, the U.S. nuclear submarine fled 
without giving aid to the shipwrecked persons. The captain of the Japanese ship 
and a crew member are missing while 13 other seamen were picked up by ships in the 
area. 


Meanwhile, in Atlanta, Georgia, the body of the 25th black child murdere:« in the 
past 18 months was found in Atlanta, Georgia. Atlantans' fears grow as they find 
themselves defenseless in face of the authorities’ failure to control the crime 


wave. 











Elsewhere, the Mexican newspaper EL DIA has charged that the United States has not 
discarded possible actions to destabilize Mexico's political situation and organize 
an armed intervention to seize the nation's oil fields. Citing U.S. sources, the 
newspaper reports that these actions are part of the expansionist plans of the most 
reactionary circles in the Yankee military-industrial complex. It stresses that 
those attempts are doomed to fail and notes that the Mexico of 1981 is not the 
Mexico of 1847 when U.S. troops entered its territory and occupied northern areas 
of the Aztec nation. Mexico is in a position to answer any foreign aggression, the 
newspaper concludes. 


CSO: 3010 











COUNTRY SECT LON CUBA 


HAVANA NOTES ‘DISAPPOINTMENT’ FELT ON SHUTTLE DELAY 
FL110221 Havana Domestic Service in Spanish 0000 GMT 11 Apr 81 


[Text] An atmosphere thick with disappointment this afternoon followed the huge 
publicity display assembled by the United States around the aborted launchingof the 
space shuttle Columbia. Eighty thousand specially invited guests, thousands of 
tourists in the area of Cape Canaveral, Florida, millions of television viewers and 
hundreds of government officials in Washington wavered between disconcert and 
feelings of inferiority when another postponement of the launching was announced 
this morning. 


We feel against like giants tnanks to you, the convalescing President, Ronald 
Reagan, told the Columbia's crew in anticipation of the launching. 


Aside from the problems of height, the U.S. cosmonauts, John Young and Robert Crippen, 
were among the most affected by the postponement. They learned the news after a 
Sleepless night and after remaining nearly 6 hours locked up inside with their feet 
up, strapped to their chairs. From now until Sunday, the day the launching will 

be attempted again, the two risk joining the ranks of the 81 U.S. cosmonauts who 

have been waiting years for their turn to go up into space. Robert Crippen waited 

15 years for a chance to go into space for 2 1/2 days. 


Since the space shuttle project began 10 years ago, the National Aeronautics and 
Space Administration, NASA, has spent more than $10 billion. Problems in the func- 
tioning of the shuttle's engines and surface insulation which delayed the |~uncing 

2 years ago, surfaced again this morning when the commander vf the mission, 50-year- 
old John Young, noticed that one of the fuel cells feeding the ship's electrical 
system was producing more water than normal. It was found shortly afterward that 
one of the five computers on board would not communicate with the other four. The 
rebel computer was in charge of controlling the others. At the super secret Edwards 
Miiitary Base in the California desert, one of the five possible landing sites of 
the shuttle at the end of its hypothetical space flight, high ranking officials 

are probably pondering the implications. 


Groups such as the U.S. scientists Federation systematically criticized the Columbia 
project for its high cost and Washington's emphasis on its military uses. The U.S. 
Air Force will be the main user in the future of the space venicle to place into 








orbit several reconnaissance and espionage satellites. Ilt is known that the air 
force spent $3 billion to build separate installations of command and control at a 
Colorado base and to duplicate the present launching site of Cape Canaveral, Florida, 
at the Vanderberg base in California. It is anticipated that the shuttles of the 
Columbia kind will also take new laser weapons into space on which the United States 
has spent $2 billion in the past few years. 


Let us see what happens on Sunday. 
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COUNTRY SECTION CUBA 


HAIG'S MIDDLE EAST TOUR SFFN AS FAILURE 


FL141335 Havana Voice of Cuba in English to North America and the Caribbean 0700 
GMT 14 Apr 81 


[Station commentary ] 


[Text] U.S. Secretary of State Alexander Haig's recent Middle East tour has had 
disappointing results for Washington. Haig visited Arab states attempting to con- 
vince them to accept greater U.S. influence in the area and to accept the Camp 
David accords. His attempt flopped. 


First he made brief stops in Cairo and two of the [words indistinct] Jordan. 
There, despite Washington's best propaganda efforts, it was obvious that King 
Husayn rejected the suggestion that Jordan join the so-called strategic consensus 
against the Soviet Union. Instead, Husayn suggested that the U.S. renounce the 
Camp David accords and support the holding of an international conference on the 
Middle East with the participation of the Soviet Union. Husayn reportedly warned 
Haig that Jordan considers the presence of the Palestine Liberation Organization 
indispensable in such a forum. 


Jordanian Foreign Minister Marwan al-Qasim was no less categoric in his response 

to Haig. He condemned the Israeli occupation of Arab lands, saying Washington's 
support for Tel Aviv is an obstacle to achieving peace in the Middle East. Al-Qasim 
also told Haig that Israel's continued attacks n and confiscation of Arab land 
{word indistinct] attempt to annex part of sou.hern Lebanon are not only contrary to 
international law but also violate the most basic principles of justice. The 
Jordanian foreign m..ister also rejected U.S. attempts to make his country the of- 
ficial spokesman for the Palestinian people in the Camp David accords. He said 

that a true peace process in the Middle East is only possible taking into account 
the United Nations' resolutions on the region, and respecting the rights of the 
Palestinian people anc their legitimate representative, the PLO. 


Based on the talks it is evident that Haig's visit to Jordan represents a serious 
reverse to U.S. Middle East diplomacy. (?It is) also evidence of the change in mood. 
The world is no longer waiting to carry out Washington's orders. 
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COUNTRY SECTION DOMINICA 


BRLEFS 


ARREST OF IMMIGRANTS--Roseau, Dominica, March 4 (CANA)--Censored Dominican 
police have arrested an undisclosed number of illegal immigrants who they 
said travelled here to meet armed men holding a 56-year-old farmer, Ted 
Honeychurch hostage. Home Affairs Minister Brian Alleyne announced the 
arrests in a brief radio broadcast to explain why government curtailed carni- 
val celebrations here last weekend. Alleyne said that arrest of the men 
showed that abductors of farmer Ted Honevchurch had links with foreign groups. 
He said that the men arrived here from the French islands of Guadeloupe and 
Saints near Dominica. [Excerpt] [Kingston THE DAILY GLEANER in English 

5 Mar 81 p 12) 
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COUNTRY SECTION FL SALVADOR 


REBEL LEADER DESCRIBES PLANS, BALANCE OF CONTENDING FORCES 
Beirut AL-HURRIYAH in Arabic 23 Feb 81 pp 44, 45 


{Interview with Arnaldo Bernal Chevez of the Farabundo Marti National Liberation 
Front of Fl Salvador by Sami Shahin: "A Salvadoran Revolutionary Official to 
AL-<"7'POTVAU: “We Are “Now Pendvine for a Rroader Comprehensive Onelauohr''! 


[Text/ The Salvadorian fighting Arnaldo Bernal Chevez e leader of £1 Salvador's 
Farabundo Marti National Liberation Front recently visited Lebanon where he met 

with a number of leaders of the detachments of the Palestinian Resistance and the 
Lebanese national movement. AL-HURRIYAH met with the fighter Chevez and held a 
quick conversation with him on the nature of the revolutionary stage and the 
revolutionary government's program, which the forces of the people and the revolution 
in E1 Salvador have set forth. 


Thus We Have Prepared for the Attack 


Question: £1 Salvador is now experiencing a violent struggle between the forces of 
the revolution and the people, on the one hand, and the ruling military group on 
the other. Could you talk to us about the nacure of this struggle, and how do you 
evaluate the current revolutionary stage? 


Answer: For the past 50 years our Salvadorian people have endured the worst dicta- 

torship in Latin American, supported by American imperialism and Zionist Isreal. Our 
people have endured living conditions which are very severe from all aspects, in terms 
of the economy, health and food. None of the regimes has responded to the demands of 
the masses. Rather, they have confronted them with bullets and imperialists violence. 


As a result of that, the process of developing the revolution in £1 Salvador began 
and political and military fighting organizations and institutions were established. 
These organizitions are to be considered an advanced quantul; ivaa i” responding to 
the goals and aspirations of the Salvadorian people for un‘: amone ali the detach- 
ments of the revolution in El Salvador. Thus the Farabundo Marti National Liberation 
Front, which contains the five progressive military and politica’ o:ganizations pre- 
sent in El Salvador was ‘ormed. The Farabundo Marti National Liveration Front is 
the political and military vanguard of the Salvadorian people. In addition, the 
unity of mass organizations was established in the context of the Revolutionary De- 
mocratic Front in —] Salvador, which recognizes the Farabundo Marti Front as the 
vanguard of the Salvadorian struggles. The Revolu onary Democratic Front and the 
Farabundo Marti Front possess the same common ground for the program of the revolu- 








tionary democratic government in E] Salvador. The ruling oligarchy, fascists and 
militarists, supported by United States imperialism, dominating E1] Salvador today 
are the same ones of the past 50 years, with the difference that participating with 
the agencies of the ruling group now are some reactionary civilian elements. There- 
fore we describe this group as a military-Christian democratic dictatorial regime. 
This military-Christian democratic dictatorship has killed more than 12,500 Sc.va- 
dorians and has not responded to any form of our people's needs. 


At this time, parallet to the repression and sufferings, our people have continued 
their struggle by consolidating their unity and strengthening their orgarizations. 
We now possess a broad mass political military movement, a movement which has tens 
of thousands of men bearing arms against the dictatorship and American imperialism 
in its ranks. 


Our Pullback Is Tactical and We Will Soon Declare a Revolutionary Government 


On 10 January 1981, after a preparation which covered stages, our people began to 
launch a comprehensive nonslaught under the leadership of the Farabundo Marti Front. 
Violent blows were directed against the enemy. Major enewy barracks fell, many arms 
were confiscated from them, and some towns were occupied. After 11 days of violent 
fighting, our strategic forces emerged magnified, strengthened by their fighting 
experience, the arms they seized from the enemy forces, and the broad mass entry 

into their ranks. They are now engaged in a tactical pullback. This tactical pull- 
back does not mean a renunciation of the struggle -- rather, it is a reorganization 
and evaluation of the achievements which have been made. Through this approach, pre- 
parations will be made in the next few days for the phase of another comprehensive 
onslaught in a context broader than that of the first attack. A revolutionary de- 
mocratic government will also be proclaimed in the next few days; it will be made 

up of comrades from the Revolutionary Democratic Front and the Farabundo Marti Front, 
as well as numerous people and some noble detachments of the army which have severed 
themselves from the reactionary army and joined the Farabundo Marti Front. Ours is 

a broad movement which has a place for everyone who is in agreement with the strug- 
gle on behalf of the program of the revolutionary democratic government, and people 
who want to take part in the struggle immediately to bring down the dictatorship. 


In regard to our view of the future of the revolution in E] Salvador, and the pro- 
babilities of victory, this 1s a positive vision. We believe that victory is very 
close, closer than at any time in the past. The dictatorship does not enjoy a mini- 
mum of mass support. In addition, it has been politically defeated, except for con 
stant support from American imperialism in particular and the Zionist Isreali govern- 
ment. The Venezuelan government is also offering political support to the ruling 
dictatorship “n our country. 


American Intervention Is a Fact 
Question: What about American imperialist intervention? 
Answer: We believe that there is still an intent for American imperialism to inter- 


vene by confronting our revolutionary forces through the intervention of the Guate- 
malan and Honduran military, which American imperialism is supervising. Our Salva- 

















dorian people have liquidated more than 25 Anerican imperialist agents. We believe 
that we are prepared to confront any American imperialist intervention. We would 
also like to add that no American intervention in our country will stop our strug- 
gle. The people of Central American, regardless of their prevention’ boundartes, 
are fully prepared to turn Central America into a second Vietnam in the event the 
American navy intervenes. This without a doubt will constitute another vile defeat 
for United States imperialism, because we intend to liberate our country. Our peo- 
le and our revolution enjoy support and backing from peace-, democracy-am freedom- 
oving governments, peoples and parties throughout the world. 


This Is Our Program 


ay Comrade Chevez, your revolution has set out the document on a program 
forming the revolutionary government and erlarging the ground for alliances. 
We would like you to shed some light on the important document. 


Answer: I have said that our people now possess a ful! programmatic groundwork. The 
document on the program contains our people's basic aspirations for solving the pro- 
blems they face by responding to their numerous needs. The document also conta ns 

a clear exposition of the po icy which the revolutionary democratic government wil! 
pursue. We can, essentially, spell out this government's program in five main puints: 


First, the revolutionary democratic government must defend the total sovereignity 
of the people of £1) Salvador and their right freely to determine their destiny by 
themselves. 


Second, our people, along with the new government, will pursue a policy of nonalign- 
ment in the international context and will establish relations with al) countries in 
the world on a basi« of respect and national sovereignty. 


Third, our revolutionary democratic government will strive to develop small and in- 
termediate institutions as a requisite for rebuilding the deteriorated economy in 
the country. 


Fourth, a new revolutionary army will be formed with reliance on the current revolu- 
tionary developments which have compelled us to form a revolutionary government com- 
posed of the sectors of peasants, workers and middie classes in order to inflict de- 
feat on the enemy. In this task, all elements in the current arm. who declare their 
readiness to participate in an active, clean fashion in bringing the dictatorship 
down can also join it. 


Fifth, our government will grant broader freedoms from the cultural and religious 
aspects. 


On the basis of this programmatic groundwork, our people in £) Salvador have been 
put in movement. 

















We ‘eve Great Influence among Religious Persons 


Question; Is the degree of support for this document and the government what you 
had expected it to be? 


Answer: Yes, the revolutionary democratic government enjoys the support of the Re- 
volutionary Democratic Front and the Farabunco Marti Front, which contains five pro- 
gressive political military organizations in £) Salvador. The Revolutionary Demo- 
cratic Front also contains al! trade unions, peasants, teachers, preparatory, second- 
ary and university students, official employees and private sector employees. It 
also contains popular committees in the districts and the proprietors and employees 
of public transport companies. It also contains the National Federation for Smal! 

nizations (small property owners aiso participate in supporting the program for 
this government) and the institutions of the National and Catholic Universities, 
sectors of the profeysional and technicians’ movement and the Christian Popular So- 
cial Movement. In addition, the Revolutionary Democratic Front includes, as obser- 
vers in its ranks, the church fn E] Salvador. I would like to state that the church 
is divided into a church with traditional leadership and the base of the church, 
which has thousands of monks and nuns. The fact that Archbishop Romero (whom the 
ruling fascism assassinated) stood alongside us was great support for our struggle; 
Romero was in — with the program of the revolutionary government. With the 
assassination of Romero, his place has been taken the archbishop of the Catholic 
church in E] Salvador, who is characterized by vacillation; he wants to satisfy al) 
parties, is sometimes on our side and is sometimes on the side of the government. 
We respect his position but we enjoy the support and backing of all the nuns and 
monks and al) the Christian people of E] Salvador, who have rallied under the flag 
of the struggle in various forms. 


Isreal Participates in the War against our People 


Question: The dictatorial forces in your country have used Isreali airplanes to 
bomb the forces of the revolution and the people. How do you view this issue? 


Answer: It is well known that the Zionist government of Isreal is providing full 
support for the Salvadorian dictatorship; first, the bulk of the armed forces in 

El Salvador were trained and prepared in Isreal, and second there is a large number 
of Isreali experts in £) Salvador training the reactionary a in £1 Salvador. 
Isreal vides them most willingly with warplanes and basically with the military 
craft which make patrols along the cost and strike out at the inhabitants of the 
coastal areas. We consider this a blatant direct attack on our people. In this 
area, we are ready to fight the Zionist state of Isreal as one of our main enemies. 
The Salvadorian people in general, and the Farabundo Marti Front and the Revolution- 
ary Democratic Front in particular, are studying with pride the combative develop- 
ment of the Palestinian people to regain their territories, obtain their freedom 
and liberate their land. We believe that the Palestinian revolution is great and 
important. We are also looking with great hope at the development and mutual under- 
standing of national unity among the various detachments of the revolution which 

in the totality constitute the Palestinian resistance. In this area, we would like 
to express our great solidarity with the heroic Palestinian people and our hopes that 
it will continue the process of unity s® that victory will be its ally, under the 


Ji 











leadership of its sole legitimate representative, the Palestine Liberation Organ- 
ization. I also greet al! the Arab peoples who are fighting against the imperial- 

ist and Zionist organizations in order to bring defeat upon the direct enemy, embodied 
in the aggressive Zionist state of Isreal. 


11887 
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COUNTRY SECTION GUATEMALA 


PAPER DEPLORES ISSUES THREATENING CENTRAL AMERICAN UNITY 
Guatemala City EL IMPARCIAL in Spanish 20 Mar 81 p 2 
[Editorial |} 


[Text] In recent days the lack of solidarity in Latin America has been ment ioned 
as one of the obstacles to development, or at least one of the factors in the 
missed opportunities and wasted efforts to regain the excellent relations the 
region used to have in world forums. 


After the flame of the so-called Alliance for Progress was extinguished and the 
last spark died away, the Latin American Free Trade Association achieved only 
limited and uncertain success. 


Confining itself exclusively to economic affairs (because in this world materialist 
interests seem to prevail), yesterday the Latin American integration Association 
came into being. As its name indicates, the association leaves room for broadening 
its efrts to the political and cultural areas, and if possible, for reconstituting 
the so-called Andean group, which has lost its cohesion. But the main concern is 
regional tariff preferences. The first stages will be of modest proportions, until 
instruments can be devised to promote the harmonious development of trade through 
extensive trade, agricultural and scientific and technological cooperation agree- 
ments in the region. 


The 1980 Treaty of Montevideo, signed in August of last year, has the following 
signatories: Argentina, Bolivia, Brazil, Colombia, Chile, Ecuador, Mexico, Paraguay 
and Peru. It also inherits the “historic patrimony” of LAFTA: 11,250 trade prefer- 
ences registered on national lists; 7,200 tax breaks on special lists, and 3,650 
concessions granted in °5 complementary agreements, which will be incorporated in 
new pacts. The partial accords included in the 1980 Treaty of Montevideo represent 
an initial move toward the liberalization of trade, with a view to creating a 
Latin American Common Market. 


The LAIA (the new association's acronym) has a General Secretariat and three polit- 
ical organs: the Council of Foreign Ministers, the Evaluation and Convergence 
Conference, and the Representatives Committee. However, there has been criticism 
in other areas of « lack of solidarity and political will, both necessary for 
Latin America Co comtinue a coherent process and to benefit from preferential 
trade in the region. One exception noted was the agreement between Mexico and 
Veneruela for the equitable distribution of oil to the Central American nations, 
which need energy { ° their development. 


93 














But Central America, which set a tine example with its integration plan and its 
common market, expanding its economy through active and effective agencies and 
instruments, has fallen victim to anarchistic violence and has become the ob ject 
of foreign domination, almost a theater of political filibustering. Subversives 
and terrorists are undermining the traditional brotherly ties and common interests 
and future that linked the nations. Even trade provisions and facilities, and the 
desire to undertake joint promotional programs, have been weakened by the assaults 
levied by subversives aided and instigated from abroad. 


The discussion of the problem of Belize in international forums, the United 
Nations and the Organization of American States, has already revealed a lamentable 
weakening of the historic ties and geopolitical links that logically pointed to a 
single destiny for all of us, the wide path of integration, and the promising goal 
of a common future. But Costa Rica has vainly flirted with other countries; 
Nicaragua has apparently been subjugated by the Soviet strategy, through the 
tactics of Castro's Cuba; El Salvador is bleeding to death as a result of 
persistent attacks by leftist extremists; and all over the region there are 
attempts to intervene to destabilize our institutions and dislocate our normal 
civilian life. 


We have mentioned this situation in connection with the possibility of reaching an 
understanding with the United Kingdom (which has an official policy of maintaining 
the territory separate from Guatemala), not only because we did not receive timely 
support from other countries in the area, despite their long-standing promises and 
observations, but also because recently we have witnessed a contrary attitude on 
the part of some, and indifference on the part of others, represented by their 
votes and abstensions. Now, to top it off, just when the “bases of understanding" 
that will resolve the matter once and for all are awaiting approval (although the 
advantages for our nation are very limited), Honduras, in whose solidarity we had 
the utmost faith, has intervened as a third party. 


Central America's unfortunate situation, it has been noted, is the fruit of a 
provincial, separatist attitude, of futile conflicts and fratricidal battles, all 
of which cloud the horizon of this great land and curb or hinder the development 
of ovr countries, depriving the people of Central America of their well-being. 


8926 
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COUNTRY SECTION JAMAICA 


SUGAR WORKERS COOPERATIVES TO BE RESTRUCTURED 
FL100109 Bridgetown CANA in English 2055 GMT 9 Apr 81 


(Text) Kingston, Jamaica, 9 Apr (CANA)--Nearly two dozen sugar workers coopera- 
tives which control a number of the island's estates, are to be restructured, 
although remaining in the hands of workers, Agriculture Minister Percival Broderick 
has said. Dr Broderick, speaking at a meeting of the Jamaica Agriculture Society 
(JAS) gave no details of the government's plans for the cooperatives, but said 
that the restructuring program had already been documented with only a few details 
still to be worked out. 


Take and Lyle, the British multinational, in a proposal that it reorganize and 
manage the Jamaica sugar industry, had recommended the dismantling of the sugar 
cooperatives. 


Dr Broderick said that his government endorsed the cooperatives and believed that 
they could work, but warned that ownership could be no excuse for laziness. He 
pointed out that the cooperatives had a total debt of 73.1 million dollars (1 JCA 
dollar; 56 cents US), and a cash flow deficit of seven million dollars. He made 
it clear they could not continue losing money. 


But he indicated that the problems of the sugar cooperatives were an aspect of 

the malaise of the sugar industry, which has been in a state of decline for several 
years. The National Sugar Company (NSC), the state-owned firm that controls eight 
sugar factories, had debts of 101 million dollars and a cash flow deficit of 26.5 
million dollars, Dr Broderick said. 


He also noted that the 1981 sugar crop has had to be revised downward from 330,000 
tons to 260,000 tons, and said that the shortfall would have to be taken away from 
the world market “where the money is." 


Jamaica is contracted to provide just over 118,000 tons of sugar to the European 
Economic Community (EEC) under its quota in the sugar protocol of the Lome conven- 
tion which links 60 developing countries to the EEC. 


Dr Broderick said that the sugar industry could not continue in its present state 
adding thet « special task force was being set up to look closely at the NSC, the 
sugar industry authority as well as the cooperatives. 























FLOATING PESO RATE CONTINUES--Madrid, Spain, 8 Apr (NOTIMEX)--After admitting that 
the Mexican peso's rate of exchange with the dollar maintains a 3-percent annual 
devaluation, Bank of Mexico Director Gustavo Romero Kolbeck has asserted that the 
floating rate will be maintained but the erratic movements which could affect 
development of Mexico's economy will be watched. At a news conference during the 
22d assembly of Inter-American Development Bank (IDB) governors, he also admitted 
that the goal of Latin American integration has not been reached and the greater 
developed countries, like Mexico, have much of the blame. He said there is a real 
law of the jungle in the world where international cooperation is crushed by self- 
ishness and blindness and each country tries to defend itself in its own way. 
However, he added, actions must continue in support of Latin American integration. 
He also expressed support for Cuba to join the IDB, saying that member countries 
should promote this action. He further e.pported the establishment of funds, in 
accordance with the Santo Domingo Agreement, to provide immediate aid to nations 
that are victims of catastrophes such as earthquakes, floods or droughts. [Excerpt] 
[FLO81524 Mexico City NOTIMEX in Spanish 1442 GMT 8 Apr 81) 






















NEW STEEL PLANT--Mexico City, 10 Apr (NOTIMEX)--An official spokesman for the 
Mexican Iron and Steel Company (SIDERMEX) announced today that an iron and steel 
plant is planned for Altamira, Tamaulipas. Construction will begin this year and 
is expected to conclude in 1987. Final installed capacity will be 6 million tons 
of steel. The plant will cost approximately 156 billion pesos. It is expected 
that the Altamira plant will be operating at full capacity by 1990 when production 
meets 48 percent of the nation's demand. [FL131852 Mexico City NOTIMEX in Spanish 
2228 GMT 10 Apr 81) 




















TV SERVICE--Mexico City, 12 Apr (NOTIMEX)--The communications and transportation 
secretariat's magazine “INFORMACION” reports that television will reach all 
Mexicans by 1982 as a result of two important agreements signed by the secretariat 
and Televisa. The first agreement provides for the privately-owned Televisa to 
install 46 ground stations for satellite communications and the second allows 
cablevision to transmit programs, starting with the Mexico City metropolitan area. 
Televisa's first ground stations will be installed within 2 or 3 months and are 
expected to begin operations within 6 months. The secretariat will also set up 
134 ground stations for television and telephone services during the first half 
of this year at a cost of nearly 70 million pesos. [FL131852 Mexico City NOTIMEX 
in Spanish 1610 GMT 12 Apr 81] 
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COUNTRY SECTION NICARAGUA 


LAWYERS CRITICIZE JUDICIAL PROCESS BEFORE SUPREME COURT 
Managua LA PRENSA in Spanis) 14 Mar 81 p 7 


[Text] The Supreme Court of Justice met yesterday in an emergency session to deal 
with a treatise presented by a group of attorneys, and also to discuss the paper 
presented by Dr Carlos Siles Levi questioning the Juliciary and the Ministry of 
Justice concerning recent events involving the Nicaraguan Democratic Movement (MDN). 


The treatise by the Managua lawyers discusses the difficult situation they have 
encountered in fulfilling the sacred duty of defending clients in certain state 
agencies. According to them, these agencies are presenting a threat to the adminis- 
tration of justice. 


The treatise says: 
"Your Excellencies of the Supreme Court of Justice: 


"Given the prevailing circumstances in our professional activities, circumstances 
which are complicating further the relations citizens must have with the authori- 
ties, through our mediation, with the consequent damage to the administration of 
justice and to justice itself, we have decided to write this treatise in order to 
point out the most serious violations of the statutes and other transgressions, 
already institutionalized, which jeopardize the rights of the people. These 
violations have been committed by agents of authority, police judges and representa- 
tives of other state agencies. These officials, sometimes beyond their jurisdiction 
and competence, abusively violate citizens’ rights. 


"The protection afforded by the Statutes on Rights and Guarantees of Nicaraguans 
insofar as they relate directly to personal freedom, criminal proceedings and the 
corresponding punishments, the determination of what is ‘thine and mine' and 
matters directly related to the above, is the specific responsibility, we believe, 
of this highly esteemed Court. We also believe it is the duty of this Supreme 
Court to resolve the problems that arise concerning violations of this nature. 
Consequently, we submit to you the following considerations: 


"1. No state authority, office or agency can impose on our activities more limita- 
tions than those stipulated by law; the impositions on us under the pretext of an 
elastic, absurd or pretended ignorance of the law, merit immediate attention. We 
particularly oppose the procedures used in investigations to punish police over- 
sights, and the abuses committed in the application of certain precepts of jurisdic- 
tional law by the Palo Alto Prosecution Office and the Jurisdictional Magistrate. 
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In those jurisdictions the accused has no rights: neither to be represented or 
assisted by an attorney, nor to present evidence in his favor, nor to excercise vor 
interpose any motions. Sometimes confessions are obtained in the middle of the 
night or in the early morning hours, but nonetheless sentences of up to 2 years 
are given, based (who would believe it?) on the very lack of evidence of the 
illegally detained citizen's guilt. These violations are not only notorious; they 
are an affront to justice itself, There are times when the investigation yields a 
Single page, which is the sentence itself. And that sentence is a form that has a 
blank for the name of the accused and a space for the number of days or months to 
which he is sentenced. Have we regressed to the days of the Inquisition? What 
concept of justice do our authorities have? What sociological need has led to the 
creation of an anti-statutory, unconstitutional legal system which threatens 
liberty, denies the prest~otion of innocence and ignores all humanitarian princi- 
ples’ And what is the purpose of putting that system in the hands of incompetent, 
unsuitable officials? We should be clear about whether we are trying to benefit 
the people, or submit them to the intimidation and threats of such a legal system. 


"The legendary and sacred right of the people, in the form of Habeas Corpus, today 
is being denigrated, abused and scorned. At the same time, as a law it has become 
a mockery; its objectives are mere pretensions, rendered ineffectual, blatantly 
reviled and flouted with impunity. Judges and courts are disobeyed, and che 
measures taken by them are not seen, heard or felt. All we see is the effort, but 
it dies for lack of support, and liberty continues to be trampled. The only thing 
left is the authoritarian and predominant power of the military, which seems to be 
the only reality of our time. We have the impression that the Judiciary today more 
than ever is engaging in a hopeless struggle. There is no respect for the law, nor 
for the judicial jurisdictions invaded and violated by the military. We want to do 
away with all arbitrary, hegemonistic, illegal and unjust acts, which are an 
effective weapon against civil liberties. 


"The attorneys whose names appear below would like to express our concern and 
desire to correct the grave anomalies we have described here. We trust that this 
most esteemed Court will take the position demanded by the solution to these prob- 
lems that plague our nation." 


Magistrate's Response 


Supreme Court Magistrate Hernaldo Zuniga Montenegro, interviewed by a LA PRENSA 
editor concerning the lawyers’ treatise and the accusation by Dr Siles Levi, stated: 


"The Supreme Court of Justice is very interested in maintaining the most positive 
image possible of the Judiciary, bearing in mind that this will also benefit the 
general image of the revolution, given that the Judiciary is an integral part of 
our revolutionary process. 


Along these lines,” added the magistrate, “we will do everything in our power to 
preserve the prestige of the Judiciary to earn the confidence and trust of the 
entire Nicaraguan nation.” 


With regard to the Creatise signed by more than 70 Managua lawyers, Magistrate 
Zuniga stated: 




















"The Supreme Court of Justice cannot remain indifferent to the concerns expressed 
by a good number of legal professionals." Magistrate Zuniga went on to say: "This 
gives us an opportunity to duly rectify any anomaly that occurs within the 
workings of the Judiciary. In this manner, we will help preserve the beat possible 
image of our revolution,” 
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COUNTRY SECTION NICARAGUA 


PSC BULLETIN CONDEMNS AGGRESSION AGAINST MDN 
Managua LA PRENSA in Spanish 13 Mar 81 p 8 


[Text] In a press bulletin issued by the Social Christian Party (PSC), the attitude 
of the mobs of vandals who assaulted the headquarters of the Nicaraguan Democratic 
Movement (MDN) while Sandinist police patiently watched, was soundly condemned. 


The PSC bulletin discussed the nature of the mobs, and pointed the finger of blame 
to Sandinist authorities for not controlling these criminal acts. 


Here is the text of the PSC bulletin: 


1. The assault on MDN headquarters by vandals is just the most serious link in the 
chain of fascist actions that have been perpetrated for weeks against the 
headquarters of democratic parties in Nicaragua. These irrational acts are extremely 
detrimental to our revolutionary process. They are the logical result of the 
verbal and written ferment that the Sandinist National Lib ation Front (FSLN) 
media have been affronting us with daily. 


2. We cannot absolve from blame the perpetrators of these infamous acts, but the 
most culpable are those who with their silence encourage and condone this kind of 
fanatic act which is so offensive to the sensibilities of the Nicaraguan people. 


3. The FSLN leadership never said anything about the CPDH [expansion unknown | 
events, nor those that took place at the airport, nor those of the Federation of 
Nicaraguan Workers (CTN), nor those of the Social Christian Party, nor those of 
the MDN. As a consequence, the mobs always assumed their actions were approved by 
the FSLN leaders. 


4. There is no doubt that in these events we are seeing a manifestation of one of 
the most contradictory and anomalous effects of Decree No 67, which reserved the 
name "“Sandinist" exclusively for the organizations under the FSLN umbrella. The 
police who bear the name Sandinist depend on and serve the FSLN. Therefore, there 
is no way to avoid attacks against other organizations resulting from political 
instructions by their party. If the police were a national, not partisan, force, 
confrontations would be avoided. But the FSLN police cannot prevent attacks by 
FSLN groups against other parties, because in addition to contradicting the 
political line of their party, they would be subject to disciplinary action. 











5. lt is painful to witness the tragic manner in which the history of pluralism in 
Nicaragua is being written. History cannot ignore these assaults by vandals, which 
are the direct result of purposeful actions by an armed party organization, 
Mocking the 50,000 martyrs who shed their blood in the struggle tor liberty and 
democracy, these mobs are trying to impose a totalitarian political system on our 
nation. 


6. Perhaps these hoodlums are unaware that this is the way the Nazis and the 
Fascists behaved in the past. Perhaps they don't know how harmful these actions 
are for Nicaragua. Perhaps the mobs don't know that the path they are following is 
a crooked one, but their commanders do know this. They should have put a stop to 
the actions of their periphera! grovn from the very beginning. Today we are 
confronted with the danger of these groups, who also disobey the authorities. 


7. It is not true that the FSLN has nothing to do with this vandalism, because if 
the mobs were not connected with the FSLN, the daily BARRICADA would not make the 
reports it mekes; on the contrary, it would criticize such acts. Moreover, if the 
FSLN has no ties with these people, that means that in Nicaragua there are bands 
of assailants who are above the law, who operate in broad daylight, and what is 
worse, are observed tolerantly by the police. 


8. We urge the Government Junta and the FSLN to put an end to these shameful, 
offensive actions by putting out a public circular vigorously condemning this type 
of action, and stipulating penalties and sanctions for those who insist on 
engaging in such reprehensible behavior. 


9. We reiterate our unsha.able faith that only the Nicaraguan people, exercising 
pluralism, can guarantee the successful development of a democratic, pluralist and 
participative political system in Nicaragua. 
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COUNTRY SECTLON NLCARAGUA 


ROBELO'S STATEMENTS ABROAD CRITICIZING REVO'.UTLON SCORED 
Managua BARRICADA in Spanish 13 Mar 81 p 3 
[Editorial | 


[Text] A cable from Costa Rica, issued by ACAN EFE, contains a statement by Alfon-o 
Robelo, who was attending to various business affairs involving agroindustrial 
firms he owns. Apparently, in addition to supervising his wealth, Mr Robelo does 
not miss an opportunity to sling mud at the Revolution whenever he travels to 
Costa Rica. 


When all of Nicaragua is suffecing from the slings and arrows of international 
reactionaries, and dangers lurk in every corner, to the extent that the entire 
population is condemned to doing without bread and the humble merchants who make 
that product are jeopardized; when thousands of bakers lose their jobs and 
military provocations are on the rise, Robelo comes out against the efforts being 
made to strengthen the nation's defenses. 


Sure, his statements don't surprise anyone. Everyone knows that Robelo and his 
allies made every effort to convince public opinion that no one should trust the 
Sandinist Revolution. According to him, the agencies of the Revolution are using 
anti-American sentiment to militarize the country and thus maintain popular support. 


Only someone who abandons himself to the good life, enjoying his wealth, is 
capable of making such assertions. Only someone who has never felt hunger pangs is 
capable of regarding the people with such scorn. Whe but the people has suffered 
during these long months from the military aggression of the Somozaists, and the 
withholding of the financial aid promised by the United States? Robelo hasn't. 
Although he speaks of the people, in reality he is against the people. 


More than 100 brothers have died because of the actions of Somozaist bands. One 
hundred families have been thrust into grief and despair, hopelessly weeping over 
the graves of their loved ones. More than ten armed conspiracies have been 
discovered, and all those involved were talking of returning to the past, turning 
power over to those who held it before, doing away with Sandinism--in other words, 
things very similar to what Robelo has said. In such a situation, the entire 
nation must redouble its productive efforts, in view of the damage that has been 
done to our country. On the one hand, the United States has exerted financial 
pressure on us, and on the other hand, the Somozaists operating out of Honduras 
have been engaging in actions against us, with the support of reactionary military 
sectors. 
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However, Robslo says that everything is an excuse. And since he has never felt 
poverty or hunger or the despair of the mothers and wives who weep for their loved 
ones; since he dreams of expanding his wealth anu exploiting the past; since the 
Revolution has dealt a severe blow to the reactionary entrepreneurs who cling to 
his side, unlike the patriotic businessmen who have assumed their responsibilities 
to the nation, /he has been absolutely incapable of even condemning the crimes 
committed by the Somozists and the pressures exerted by the most reactionary 
groups of the United States/ [passage enclosed in slantlines printed in boldface}. 


That is why he is opposed to our defense, why he attacks the Revolution, why he 
applauds every time another anti-Nicaraguan measure is announced. Go ask the 
bakers, the flour manufacturers, the families of the bread merchants, all those 
who will be unemployed as a result of this reprehensible measure, if they are 
opposed to defense. 


Ask the thousands of poor men and women who are tenaciously training in the 
Sandinist Popular Militias, if they are willing to sit on their hands while the 
imperialists threaten us. 


Only someone who is incapable of defending national sovereignty could accept argu- 
ments such as Robclo's. 


In the final analysis, he is showing his inability to provide a historical alterna- 
tive to the Nicaraguan people for confronting imperialism, because Robelo is on 
the other side, the side of those who are paving the way for aggression. 
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COUNTRY SECTION PARAGUAY 


COST OF LIVING--The Paraguayan Central Bank has reported that the cost of Living 
during the firet 2 monthe of thie year has reached 10.1 percent and that food is 
the most affected by high prices, increasing 12.7 percent during this period. 
[P¥122019 Asuncion ABC COLOR in Spanish 10 Apr 61 p 13) 


CONGRESSIONAL EXECUTIVE BOARDS APPOINTED--The Senate and Chamber of Deputies yes- 
terday appointed their executive boards. J. Augusto Saldivar was appointed presi- 
dent of the Chamber of Deputies while Luis Maria Argana and Ruben Stanley were 
appointed first and second vice presidents, respectively. In the meantime the 
senators appointed Juan Ramon Chaves as president of the Senate while Ezequiel 
Gonzalez Alesina and Carlos A. Saldivar were appointed first and second vice presi- 
dents, respectively. [Asunciona ABC COLOR in Spanish 31 Mar 81 p 13 PY) 
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COUNTRY SECTION HIRUGHAY 


RESPECT FOR PUBLIC OPINION, ROLE OF POLITICAL PARTIES NOTED 
Air Force Commander Speaks 
Montevideo EL PAIS in Spanish 18 Mar 8! p 9 


[Speech by the commander in chief of the Uruguayan Air Force, Lt Gen Raul 
Bendahan, on - 68th anniversary of its founding, in Independence Square, on 
17 March 1981 


[Excerpts|] A splendid ceremony was staged yesterday in Independence Square to 
commemorate the 68th anniversary of the founding of our Air Force, and its 
commander in chief, Lt Gen Raul Bendahan, delivered a speech before the 
president of the republic, the commanders in chief of the Army and Navy, 
various government officials and a large audience. In his cogent address he 
mainly discussed the perpetuation of the principles of the current process. 
“Those of us who happen to hold leadership posts, whether in the military or 
in civilian spheres, are gradually being replaced, which is a natural process, 
but this does not mean that the major objectives and the policies decided on 
at the meetings that have characterized this government are going to change. 
Quite to the contrary, they will be maintained by our successors, because 
regardless of their right or wrong moves, they have not been picked by just 
one person; rather, they are the result of careful study and decisions by a 
group of military officers and civilians who are working solely for the good 
of che country." He was referring to his retirement and to the end of President 
Marques’ term next month. He then added: “The citizenry can rest assured that 
all of our future political actions will reflect respect for public opinion, 
which constitutes the basis for and the guideline of our course »f conduct." 
in what is regarded as his last public statement, Bendahan, who will be 
retiring in 2 months, also mentioned “the fundamental role that political 
parties must play in institutionalizing the country, as the Armed Forces have 
contended since the process began." 


The text of his noonday address is as follows: 
“Today, 17 March, the Uruguayan Air Force has come to pay homage to General 


Artigas, renew.ng the solemn pledge that it made to the homeland 68 years ago 
when it was founded. 
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"Ae men, our calling is to fly; ae soldiers, it is to serve, and ae men and 
soldiers, it is to serve our homeland by flying and controlling the country's 
shies every day. 


"Under ite charter, the Air Force's primary responsibility is to develop our 
country's unique and indivisible aerospace potential. Military, civilian and 
commercial aviation, support industries and services are parts of a whole 
that met be centrally managed to achieve the greatest degree of efficiency 
through the use of modern technology and cost-cutting commensurate with 
national economic development. 


"This year, Uruguayan military aircraft have flown more than 24,900 hours in 
carrying out their specific missions and in supporting the country's development. 


"In commercial aviation, PLUNA [Uruguayan National Airlines|, which is under 

our direct responsibility and administration, maintained its dominant position 
in the River Plate and continued to consolidate its major role in the region. 

As part of its ongoing process of expansion and progress, it has made a major 
investment by purchasing three late-model aircraft that starting in 1982 will 
enable it to provide more efficient, economical and comfortable service to 
customers around the River Plate and in the region. We also anticipate that 

it will soon offer intercontinental flights, which have not yet begun for 

reasons having nothing to do with the airline. I will not venture any forecast 
of a date, but I think that the negotiations involved will conclude very shortly. 


“Aviation policy, a major facet of our foreign policy, has kept up the efforts 
to defend our rights in he field of intercontinental commercial airline 
transportation, based on the principle of true reciprocity. 


"In this regard, the Council of State approved air transport agreements with 
the Republic of Colombia, the Kingdom of Spain and the Kingdom of the Nether- 
lands." 


Projects Under Way in Carrasco 


"Civil and recreational aviation have continued to receive the technical support 
they need for their development from the Institute of Aeronautical Training, « 
branch of the General Office of Civil Aviation, which provides training for 
crews in the latest flight techniques. 


“Parallel to this, our fleet of aircraft has been expanded appreciably, as 
well as updated and limited to just a few models, which makes them easier to 
maintain and repair. 


"As far as aviation infrastructure is concerned, I should stress these two 
basic developments: the overhauling of the mein Carrasco runway and the 
call for bids on the expansion and modernization of ite facilities. These 
two projects will help the country meet its needs until the 1990's, when a 
major new airport will have to be built.* 
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Domestic Flights 


"Through TAM (Uruguayan Military Air Transport (7)), the Uruguayan Air Force 
has continued to provide regular air passenger service to cities in the interior 
that would not be otherwise served because they are too isolated or emall or 
because they lack good communication links. Due to the country's size, these 
operations run in the red and are an ongoing drain on our budget. We realize, 
however, that they quet be continued since they contribute to the integration, 
development and progress of all the country's regions. 


"Thie quick review of the Air Force's activities does not, of course, allow us 

to grasp and appreciate ail of the ef.orts, concerns and intrepid undertakings 

thet members of thie branch must engage in, mainly because of our limited 

— * in order to produce an annual balance sheet with figures to our 
king. 


“But it ie not only through our main activity, flying, that we have endeavored 
to fulfill our commitment. In lip't of conditions in our country, we, along 
with the Army and Navy, have taken on responsibilities in government. ” 


Bendahan's Retirement 


“Members of the Air Force work in the post office, the National Meteorology 
Service, ANCAP [National Fuels, Alcohol and Cement Administration], the 
National Ports Administration and other public agencies and services, trying to 
perform as well as possible. With their labor they are defending the national 
patrimony of the enterprises that the State has set up for economic or security 
reasons. 


"This May, under the legal system of command, the person addressing you will 
leave the Air Force General Command and go into retirement. This inherent part 
of a military career is not an end in itself, but I think that it ought to be 
made known not only to national public opinion but also to all those overseas 
who would monitor and judge what we do. 


“When this process began, in 1973, the Junta of Commanders in Chief of the Armed 
Porces took on a leading role in our nation. This came about not as a result 
or a reflection of the men who held, are holding or will hold these posts in 
the future, but rather from the Armed Forces themselves as an institution that 
has been the engine and nerve center of the process. Our Armed Forces are 
impersonal, given that the Uruguayan people, of whom they are part, created 
them, charted their destiny, are directing them and will guide them to their 
zenith." 


A Natural Process 


"Those of us who happen to hold leadership posts, whether in the military or in 
civilian spheres, are gradually being replaced, which is a natural process, but 
this does not mern that the major objectives and the policies decided on at the 
meetings that have characterized this government are going to change. Quite to 
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the contrary, they will be mainte.ned by our successors, because regardless of 
their right or wrong moves, they have not been picked by just one person; rather, 
they are the result of careful etudy and decisions by a group of military 
officers and civilians who are working solely for the good of the country. 


"Today it is the commander in chief of a branch who is leaving. The process 
will continue, politically, economically and socially, and the policies already 
developed will be carried on." 


Retirement of the President 


"In the near future, in accordance with the existing constitution, we will be 
witnessing the replacement of our highest civilian authority, the president of 
the republic. This will not mean changes in the ongoing procese in our country 
either, and all unfounded expectations in this regard ought to be dispelled. 


“As an institution, the Armed Forces have a single raison d'etre: to serve the 
homeland. They never have and never will allow themselves to support the 
ambitions of an individual or group." 


Period of Reflection 


“Thus began a period of reflection on our entire political process, with an 
eye towards drawing conclusions that would enable us to reinitiate it. 


“Although this study has not been completed, I think that there is one truly 
important aspect: the fundamental role that political parties quest play in 
our institutionalization, as the Armed Forces have contended since the process 


began. 


“But regardless of the conclusions, the citizenry can rest aseured that all of 
our future political actions will reflect respect for public opinion, which 
constitutes the basis for and the guideline of our course of conduct. 


“The ideas and actions of a generation exert their influence over time and 
gradually yield results and have effects on succeeding generations, who in 
turn, consciously or unconsciously, take up these policies, reformulate then, 
renew them and transfer them into the future. These are the workings of this 
ongoing succession of generations, which is the basis for the progress of 
countries, institutions and men. 


“The brilliant idea that our pioneers of 1913 conceived in their creative 
determination has kept on growing and developing, nurtured by a permanent 
devotion that did not admit letups, even in the pain of sacrifice. Today, in 
1981, this idea is the Uruguayan Air Force.” 
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Political Normalisation Urged 
Montevideo EL DIA in Spanish 19 Mar 81 p 6 


[Editorial: “Political Parties and Institutional Normalization") 


[Text] At the ceremonies marking another anniversary of the Air Force, ite 
commander in chief, Lt Gen Raul Bendahan, made statements that we feel are 
important enough to merit commentary. 


Referring to the future of the political process, the commander pointed out that 
“Although thie study hae not been completed, I think that there is one truly 
important aspect: the fundamental role that political parties must play in our 
inetitutionalisation.” 


We feel that this remark is of such significance that we must highlight it. 


Indeed, ae we have said a thousand and one times, one cannot conceive of an 
institutional normalization that does not entail thie development. 


it would be materially impossible for public opinion to express itself without 
political parties. Democracy itself depends on their functioning, and any 
attempt to fully restore democracy would have a poor start if they were not 
regarded as the main actors in forging an institutional system, which would 
deserve that name only in that event. 


What is more, they have been involved in preparing and discussing all of our 
constitutions, the sole exception being the 1830 document, and that was because 
the parties did not yet exist. 


A long time had to pass, however, before governments began abiding by the 
constitution as 4 policy. To be exact, it was during the mandates of Battle 
and Battliemo (it was their hallmark) that strict observance of the constitution 
was imposed and the role that political parties have to play in the workings 

of a democratic system was acknowledged. 


Lt Gen Raul Bendahan's remarks agree substantially with what the commander in 
chief of the Army said some days ago, to the effect that we must all play a 
leading role in preparing the country's future, in which institutionalization 
is, of course, a major element. 


We are saying that these assertions are in agreement because in  ractice 
everyone can play 4 leading and fruitful role only through political party 
groups. 


One problem has not been addressed, however. in order for all of their words 
to come true, the conditions qust be created for the desired goal. 


To this end, as we have said «a thousand and one times as well, two initial 
steps must be taken: Lifting the restrictions on the press and lifting the 
restraints on the right of assembly. 


Political parties cannot possibly function and debate the institutional issue, 
in other words, enable everyone to play a leading role, if people cannot assemble 
for this purpose and if the press cannot publish pertinent opinions and news. 
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Therefore, carrying out the convictions expressed by the military commanders 
and fulfilling the wishes of the entire population require initial steps that 
only those in charge of the government can take. 


It cannot be otherwise. 


The history of our country is full of such examples, of precedents for initial 
stages that must be implemented. 


Ae we stated last Sunday, in this day and age democracy cannot be achieved in 
one fell swoop, just by turning over a page and ending one period and beginning 
another, especially if what we all want is a true, responsible democracy that 
aims to last. 


Everything is ready i» ou. country for carrying out these initial measures that 
will result in the political normalization that we all long for. 


Adopting them will mean fulfilling not only the mandates that are ours from the 
past but aleo the fervent desires of present generations. 
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COUNTRY SECTION URUGUAY 


DAILY EMPHASIZES NEED FOR NEW ECONOMIC ORDER 
PY132206 Buenos Aires TELAM in Spanish 1525 GMT 13 Apr 81 


[Text] Montevideo, 13 Apr (TELAM)--The morning newspaper EL DIARIO, of pro-govern- 
ment leanings, has published an editorial regarding a statement rade by Argentine 
Economy Minister Lorenzo Sigaut during the IDB annual assembly in Madrid. 


The newspaper states that the Argentine minister did well in denouncing the pro- 
tectionist policies of the powerful countries and that our countries will do well 
when they decide to adopt a definite common position in defense of their interests 
in view of the abuses they suffer. 


The daily states that the problem affects all members of the so-called Third World 
which are basically producers of raw materials considering the prices of these 
raw materials-—-except for oil--are subject to pressures from countries where 
industrialization and technology have been highly developed. 


The newspaper adds that many of the problems in Latin America are caused by the 
protectionist policies of the large blocs such as the EEC and countries like the 
United States which limits imports in compliance with U.S. business 
or union proposals. This practice definitely violates the principles of liberal 
policy advocated by prominent U.S. theoreticians. 


The newspaper states that this is an urgent problem which cannot be delayed. 
Therefore, the idea of joint action--based on the fact that there is strength 
in wnity--is necessary in this and other areas before it is too late. 


The daily states in conclusion that the Third World countries must exert pressure 
in international organizations in the search for solutions in accordance with the 
principle of liberal policy by emphasizing the need to establish a truly just new 
world economic order. 
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TRADE DEFICIT TOTALS $573 MILLION IN 1980 
Montevideo EL PAIS in Spanish 20 Mar 8! p 8 


[Text] Uruguay's trade balance recorded a $573,208,000 deficit in 1980 as a 
result of $1,029,321,000 in exports and $1,602,529,000 in imports. The deficit 
was largely due to oil purchases, which increased 57.13 percent in current 
dollars over 1979 and accounted for 29.73 percent of total imports, and capital 
goods acquisitions by industry, which were up 35 percent. This information is 
contained in the press bulletin issued yesterday by the Central Bank of Uruguay, 
which includes the trade figures for calendar year 1980. 


Uruguayan Exports 


Nontraditional items accounted for 60.32 percent of Uruguay's exports in 1980, 
compared to 71.74 percent in 1979. 


Textiles and textile manufactures headed up the List of exports with $296.51 
million, with wools, furs and haircloths accounting for $234,083,000. Next 
came beef sales, totaling $159.19 million. 


In tonnage, wool sales were up 81.25 percent and beef sales were up 43.32 percent 
from 1979. Wool exports totaled 71,290 tons (33,749 of grease wool, 8,836 of 
washed wool and 29,335 of wool tops). Beef sales stood at 111,069 tons (41,510 
of refrigerated, 66,379 of frozen and 3,160 of canned). 


Uruguayan exports also included products from the plant kingdom ($105,698,000), 
mineral and vegetable fats and oils ($18,494,000), foodstuffs, beverages and 
tobacco ($32,491,000), minerals ($11,938,000), products from the chemical and 
related industries ($29,933,000), artificial plastics, artificial resins and 
natural and synthetic rubber items ($19,562,000), hides, skins and leather 
goods ($139,514,000), footwear ($19,604,000), items made from stone and other 
minerals, ceramics, glass and glass manufactures ($21,300,000), common metals 
and metal products ($13,576,000), machinery and appliances, electrical equip- 
ment ($19,295,000), vehicles ($22,607,000) and miscellaneous ($19,494,000). 





Uruguayan Imports 


Petroleum end petroleum derivatives accounted for most of Uruguay's imports in 
1980, totaling $476,469,000 ($420,241,000 in crude oil and $56,228,000 in by- 
products). Outlays in 1979 for oil hit $303,216,000. 
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The list of imports also included products from the plant kingdom ($70,927,000), 
animal and vegetable fate and oils ($10,131,000), foodstuffs, beverages and 
tobacco ($45,146,000), minerals other than oil and derivatives ($16,089,000), 
products from the chemical and related industries ($148,680,000), plastics, 
rubber and derivatives ($69,254,000), hides, skins and leather goods 
($16,621,000), paper and paper products ($20,585,000), textiles and textile 
manufactures ($56,416,000), common metale and their manufactures ($118,261,000), 
machinery, liances and electrical equipment ($241,389,000), vehicles 
($226,988,000), opiical and medical-surgical instruments and equipment 
($30,947,000) and miscellaneous ($54,636,000). 
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COUNTRY SECTION URUGUAY 


ARISMENDI FORECASTS THREE PERCENT GROWTH RATE 
Montevideo LA MANANA in Spanish 19 Mar 81! p 7 


{Text} The minister of economy and finance predicted that in a year marked 

by worldwide recession, Uruguay would record at least three percent growth. 

He also contended that the country is not losing foreign exchange because of 
financial or economic problems, inasmuch as it enjoys a solid reserves position. 


Separately, Valentin Arismendi stated that interest rates on deposits are 

already dropping and announced that interest rates on loans would soon be 
declining too, to the extent that the cost to banks of attracting funds so | 
permits. 


The minister stressed that interest rates mst fall in order not to curb 
production in the country. 


The minister was first told that in the opinion of several sectors there is an 
obvious exchange rate lag in the country, that ranchers openly called for a 
devaluation recently and that the government is not pursuing a neutral exchange 
rate policy because, on the contrary, imports are being subsidized to the 
detriment of exports. 





Arismendi replied: "This would be very hard to defend conceptually as it would 
be one person's word against another's. I have my own technical assessment, 
which I have disclosed on repeated occasions. I think that the exchange rate 
lag began in 1979, with 83 percent inflation and a 20 percent devaluation back 
to back. I pointed this out to businessmen, and they understood, though they 
might not agree. It was a question of false expectations on their part. They 
were told: wages are going to go up this @uch, and this is going to be the 
exchange rate, and then they, relying, moreover, on very sizable aggregate demand 
im Argentina, raised prices much higher than their own bills. In contrast to 
this, and this is a very important point, the government kept its accounts 
balanced and therefore has the moral authority to assert that it is not 
fueling inflation. So then, this was a question of false expectations on the 
part of businessmen, and the government would be all wrong to support what they 
did by saying that they were right to bet against the official policy and 

that now we are going to back them up by introducing an exchange rate that 
would hurt consumers, savers and workers. So then, no one can talk about an 


exchange rate lag in 1980." 
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Investments and Incentives 


Asked whether some sort of tax break would be established this year for 
industrial investment or reinvestment, he pointed out: "In my talks with 
businesemen, they have mentioned to me that the governments of other countries 
provide various incentives. I know that this is a difficult point to discuss 
because our businessmen have to compete on the same markets as the foreign 
exporters who are helped out. Unfortunately, this is a small country from 

an economic standpoint. People seem to think that the person heading up this 
ministry has pocketsful of gold but doesn't want to hand it out, as if he were 
going to win a medal of merit at year's end for closing the fiscal year with 
a surplus. But all we have are state funds, what our taxpayers provide." 


He was then asked about the recent calls by industrial sectors for better export, 
market research and product marketing loans. His answer was: "The first demand 
that people always make is for more credit. If that is taken care of, the next 
demand is for subsidies. I repeat: it is very hard for a small country to 
subsidize interest rates to benefit one sector, because in fact it is not the 
state that winds up paying, but others who have nothing to do with the problem. 
What is happening is that it is hard to get medium-term loans. Their demand is, 
in fact, just: production sectors have to have suitable lines of credit, but 
not subsidies. If they are subsidized, as in the case of farmers, the subsidies 
have to borne by the economy as a whole or by the state, to which end it has 

to cut spending. This is what we have opted to do, and I think it is totally 
valid. But neither does it detract from the validity of the other method, that 
is to say, a suitable line of credit." 





The Export Model 


It was then pointed out to him that this means a continuation of the export 
model. The minister replied that in point of fact, in the case of a country 
with a small domestic market, exporting as much as possible is a way to 
maintain well-being for Uruguayans, in addition to heightening incentives for 
the domestic market. 


With regard to the “huge trade deficit," he recounted that in 1973 the country 
paid $2.40 for a barrel of oil. “Now we pay more than $32 a ba: rel. In other 
words, the price has increased |!2-fold, but this is just one product. For 
example, we sold meat in 1973 at $1,800 a ton, and now we have to consider 
$1,400 a good price. We also have to bear in mind that 1980 imports included 
$265 million worth of capital goods. 


"This, of course, includes machinery, installations, technology brought in by 
private businessmen, all of which will cement our future development, but we 
have to pay for it. All of this causes a deficit, which is now around $530 
million. We have to keep in mind that in 1980 oil costs jumped 82 percent on 
us; in other words, we were suddenly paying $190 million more. If we want to 
keep on growing, we are going to need oil and capital goods, which accounted 
for $455 million of the $573 million deficit last year. Indiscriminate imports 
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have had it, and people are getting over their eagerness to see all sorts of 
imported items in shop windows. Therefore, we are in the midst of a process of 
reducing imports and expanding exports. We hope that this is the cace in 1981 
too." 


Financial Institutions 


He was also asked about the future law of financial institutions, especially 
whether the law would make credit available at better interest rates and with 
better payback periods. "I chink that the first step has been taken," the 
minister pointed out. "I had noted that there were factors distorting the 
value of money. We had the contradiction of declining inflation and rising 
interest rates on deposits. We have to wage the interest rate battle. The 
public banking sector has already begun dropping interest rates on deposite a 
few points, and it is our understanding that in 5 or 6 weeks rates on deposits 
will be no higher than 40 percent and loan interest rates no higher than 45 
percent. What we need, then, is an institutional reform tailored to actual 
conditions in the country, with moderation and good sense. We have major 
financial operations in Latin America, but we are trying to find a middle road, 
something more modest than the eminently technical program that the Central 
Bank drew up, to allow the financial system to grow naturally and calmly. We 
know that there are banking institutions that grant loans in accordance with 
the projects submitted by the applicant. The idea is studied, advice is given, 
financing is provided, and this is what we want for our financial system. We 
are prepared to work on such a program, with the ministry, the Central Bank 
and other banks coordinating, in order to give due consideration to these 
provisions, which I consider as among the most important in the period from now 
to September." 


Loss of Reserves 


The economy and finance minister also discussed last night the reports 
published by a morning capital city paper to the effect that the country lost 
433 million new pesos over a span of 11! days. 


"This information is correct and is contained in the balance sheet that the 
Central Bank itself publishes every week," Arismendi said, clarifying that 
the only thing involved was a major oil purchase. 


He indicated that ANCAP [National Fuels, Alcohol and Cement Administration] had 
been involved in an auction of Ecuadorean oil and secured a very large amount 
of oil under very advantageous terms, as well as a shipment of 400,000 barrels 
being transported in a tanker near our country without a prearranged destination. 
Together, these transactions entailed outlays of $60 million. 


He explained that as the transactions were going through, ANCAP had $17 million 
and, therefore, asked the Central Bank for the rest, $43 million. 
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He recalled that the Central Bank and the Economy Ministry had proposed the 
establishment of petroleum reserves to the Executive Branch because in view of 
the shortages of this raw material and rising prices for it, it is a very good 
idea to have oil instead of currency. 


He noted, therefore, that a loss of $43 million shows up on the books, adding 
that this money was used to guarantee oil consumption for a few months. 


"This, and nothing else, is the reason for the outflow of reserves," Arismendi 


emphasized. 


He underscored that for some time people have wanted to draw parallels between 
what is happening in Uruguay and in other countries in connection with either 
devaluation or credibility problems. Fortunately, however, our country is not 
in that kind of position, no matter how much people would like to make it look 
that way in news reports. 


“Our reserves are such that if Uruguayans used every peso in circulation to buy 
dollars from the Centrel Bank because they did not trust or attach credibility 
to economic policy or the process, the bank would still have $1.2 billion in 
reserves," the minister noted. 





He stated that such conditions are very hard to find elsewhere, not just in the 
region but worldwide. "This is how sound our policy has been, and this is why 
since 1976 we have given top priority to our balance of payments and to 
building up reserves, which we have been doing without interruption." 
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COUNTRY SECTLON URUGUAY 


FRENCH MINING EXPERTS ARRIVE--Three modern precious metale extraction plants 
will begin drilling in the gold=-bearing sone of Minas de Corrales under the 
direction of two French experts who will be arriving in our country next 
Thureday the 26th. They were hired by our government from the Bureau of Geo- 
logical and Mining Exploration of France, which is in charge of cataloguing 
the mineral resources in Uruguayan subsoil. The two are experts in the 
application of chemical techniques to mineralogy and will be working in the 
gold=bearing sone of Minas de Corrales, along with upper-level students from 
the Architecture Department, who will head up the project once they have acquired 
the necessary experience after the French experts leave. Ase LA MANANA has 
already reported, there are well-founded reports of a gold-bearing sone in 
Minas de Corrales whose vein can be profitably tapped if mechanisms are set up 
to monitor the extraction process, which is what the French experts will be in 
charge of. Lastly, it bears mentioning that once the mining camp begins 
operations, the minister of industry and energy, Francisco Tourreilles, 
accompanied by a top-level government party, will visit Minas de Corrales to 
personally monitor the progress of work there. [Text] [Montevideo LA MANANA 
in Spanish 19 Mar 81 p 7] 8743 


NEWSPAPER DIRECTOR ARRES\ ED--Montevideo, 11 Apr (AFP)--According to his relatives, 
Luis Hierro, the director of the newspaper OPINAR has been arrested and brought 

to trial by a civilian court. The same sources noted that Hierro is held respon- 
sible ‘or publishing a Blanco party statement in the latest OPINAR issue. Politi- 
cal party activity, including those of the traditional parties--the Blanco and 
Colorado parties--has been suspended since 1973. The statement issued by the 
Blanco party reviewed the negative result of the Plebiscite held in November and 
it demanded that the government enforce such measures as will lead to the insti- 
tutionaiization of the country. The weekly OPINAR started publication prior to 
the Plebiccite. It is still not known whether the newspaper will be punished. 
[Text] [PY111855 Parise AFP in Spanish 1550 GMT 11 Apr 81) 


cso: 310 
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COMMENTARY URGES STRONGER TIES WITH JAPAN 
Caracas EL DIARIO DE CARACAS in Spanish 16 Mar 8! p 7 
[Article by Demetrio Boersner) 


[Text] A series of developments seems to indicate that from this point on 
Japan will be slightly modifying its foreign policy and role in the world. 


Before and during the Second World War, a militarist Japan was hated and feared 
for its brutal conquest and domination of Asian countries. 


Since 1945, a new liberal and civilian Japan has tried to make the world forget 
and pardon its previous conduct. To do this it has refrained from taking any 
political initiative open to criticism or questioning and has pursued a 
foreign policy that has predominantly focused on economic matters. 


The “Japanese miracle" of quickly and efficiently rebuilding an economy 
devastated by the war brought with it an astonishing commercial and financial 
expansion. Japan's industrial and financial system peacefully took over more 
and more markets and spheres of influence in Asia and throughout the world. 

At the same time, on the international political scene, Tokyo kept a low 
profile, taking few initiatives of its own and going along with its major ally, 
the United States, almost unconditionally. If Japan was an economic rive! of 
the United States, in political matters it tried not to stray from the guide- 
lines set forth by the “leader of the Free World." 


This situation is beginning to change. In 1978 the “second energy shock" 
helped to deepen the world economic crisis (recession plus inflation) and to 
shatter the “trilateral” unity that American, Western European and Japanese 
capitaliem hed maintained until then. The dominant sectors of the three poles 
of the industrialized, market economy world have lately begun to compete more 
keenly with each other, clinging to what they have for fear of losing it. 


As things now stand, Japan feels that the time has come for it to more 
decisively and more broadly assert its presence in the part of the wor)d in 
which it already plays the predominant economic role: Southeast Asia. Prime 
Minister Suzuki's recent swing through Southeast Asian countries shows that 
Japan has decided to come before these nations with its own message, one that 
is different from America's. 
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Japan has enormous potential for political and ideological influence in the 
Southeast Asia region, and perhaps it will decide to make use of it in the 
future. In contrast to the great Western industrial powers, Japan hae the 
advantage of being Oriental by race as well as the bearer of a cultural 
tradition akin to those of Southeast Asia. 


Venezuelan diplomacy should take thie likely evolution of Japanese foreign 
policy very much into account and intensify ite contacts with this great 
nation of Asia, which according to H. Kahn will be the number one economic and 
technological power of the 2)et century. 
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COUNTRY SECTION VENEZUELA 





STATUS OF CARIBBEAN ISLAND DEPENDENCIES DISCUSSED 
Caracas EL DIARIO DE CARACAS in Spanish 9 Mar 8! p 5 
[Article by Jesus Romero Anselmi] 


{Text} There is a small area of Venezuelan territory on which our country 
cannot station military forces without the consent of a foreign power. That 
place is Pato Island, a wisp of sovereignty located between the Gulf of Paria 
and Trinidad. 


The reason why this provision applies to the island in Venezuela's Caribbean 
waters facing the Atlantic dates back to 1945, when the British appropriated 
Venezuela's right to the islet under an agreement that required British consent 
for the stationing of any military forces there. 


This is just one of the many chapters in the disenfranchised history of 
Venezuela's Caribbean territories, which are like disinherited children of the 
homeland, kept on the lowest rung of our politico-territorial ladder, barely 
recognized as federal dependencies. 


The attempt to incorporate them into the country has been going on for years, 
and perhaps during this session of the Congress the floor will be given to 
representatives of Venezuelans who have neither deputies, nor senators, nor 
councilmen nor neighborhood boards. A request has been made for a bill to 
enable them to share in the “country's coordinated and comprehenisve devel- 


opment." 
Venezuela in the Caribbean 


Venezuela devotes a large part of its diplomatic and financial efforts to 
the Caribbean. Venezuelan missions come and go in the old and new nations 
around the Antilles, dropping off the petroleum-stuffed valises that finance 
airports, ports, roads, bridges, highways and other projects. 


Meanwhile, in Los Testigos, north of Margarita, a solitary Border Department 
official does the best he can, just like the fishermen there, to catch rain- 
water in barrels and survive. 
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On that and any other archipelago the residents speak the language of poverty, 
illiteracy, disenfranchisement and isolation. The most common family name on 
these islands is the right thumb print with which these sea-girt Venesuelans 
infrequently have to sign. 


On the islete of Los Testigos, some natives hunt wild goate that have survived 
since the French buccaneers sailed by the coast of Hispaniola three centuries 


ago. 


In striking contrast to the age-old poverty on Venesuela's Caribbean islands, 
where there is little or almost no government institutional organization, we 
can see the cross-cultural impact of touriem. On Los Roques, for example, the 
light planes and yachts have turned the fishermen into concierges at the houses 
that they used to own and that they sold when tempted with ridiculous offers. 


Committee No 13 


The Congress of the Republic is organized into slow-working committees. The 
newest one in the Chamber of Deputies, which has no counterpart in the Senate, 
is the Territorial Organization Committee. It is, by chance, Committee No 13. 


This committee is the vanguard of Venezuela's 14 federal island dependencies. 
In a way, the 10 deputies on it have become the representatives of Los Monjes, 
Las Aves, La Tortuga, Le Orchila, Los Roques, La Blanquilla, Los Hermanos, 
Los Frailes, La Sola, Los Testigos and Pato. 


The busy committee chaired by Deputy Jose Curiel has heard a great deal of 
testimony about how disenfranchised these federal dependencies are. 


Some of this testimony was voiced by Juan Zambrano M., who speaking to the 
deputies through the microphones that keep a record of everything said in the 
Congress, stated that “the current status of the federal dependencies, as the 
islands are called, is not in keeping with the well-defined judicial status 
of the rest of the country. Because of administrative shortcomings, the state 
cannot exert a really consistent effort to enhance and invigorate the living 
standard of ovr fellow countrymen there." 


To Juan Zambrano, “we have kept our island territories divorced from our 
political, economic and social progress and we have failed to make them aware 
of their status as an extension of our national sovereignty. We have overlooked 
their history as 4 part of our identity and nationhood. We have underestimated 
their importance and potential in securing our survival, in assuring ourselves 
a bright future. We are underrating their economic, technical and scientific 
potential and the capabilities of the islanders.” 


No Man's Land 
Furthermore, the island dependencies must be accorded legitimate recognition 
as part of the nation's territory, the deputies on Jose Curiel's committee 


argue, because Venezuelan law gust be enforced there by government institutions 
to resolve the many cases of illegal takeovers of land by private individuals. 
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Venesuela's islands in the Caribbean, where illiteracy is hereditary and 
thiret an eternal affliction, now have a chance for recognition and parti- 
Cipation in pureuit of the goale of “the country's coordinated and comprehensive 


deve lopment. 


It ie time for a Caribbean fisherman to represent these communities and to have 
voting input in the country's decision-making, which is now exemplified by the 
jete that sail the skies, laden with oil deals, while down below on the islands 
all that the Caribbean Venesuelane have is a bit of kerosene to light their 
oil lampe and make a specter of the disenfranchisement to which they have 

been condemned. 


Cannot Sign Their Names 


Committee No 13 of the Chamber of Deputies was given the responsibility of 
representing these Venesuelans who send no one to speak on their behalf because 
they have almost never had instructors to teach them how to write in a letter: 
"The undersigned have the honor of requesting that the federal dependencies 

be raised to the status of federal territory.” 


Territorial Bill 


Once the Congress had been flooded with hopes about the sea, the deputies were 
presented with @ bill to create the Colon Territory, which might be the name 
eventually given to the island extensions of Venezuelan soil, which have up to 
now been disenfrancised as federal dependencies. 


"The bill aims at reasserting national sovereignty over these extensive island 
areas in order to guarantee our country's integrity in the future,” Jose 
Curiel said. 


The bill callie for an assessment of resources, the development of fishing and 
tourism, conservation of fauna and flora and improving the living standard 
of the islanders, who receive no assistance whatsoever from the Venezuelan 
Government. 


If these islands become a federal territory, they will have a governor, who 
will have audiences with the president of the republic, be rece.ved by Congress 
and not have to wait around outside ministry offices. Furthermore, they will 
finally get a deputy, who along with the Executive Branch team will work 
effectively for national interests. 


With the applause still ringing in his ears, Deputy Curiel began reading the 
Bill To Partially Amend the Organic Law of Federal Territories. On 22 August 
1871, Antonio Guzman Blanco had proclaimed the Colon Territory with plenipo- 
tentiary powers, but his decision was swamped by the ensuing revolutions. 


Congressman Jose Curiel asked for the floor at previous sessions of the Chamber 
of Deputies. He did so on behalf of the Territorial Organization Committee, 
and as his explanation progressed, the attention that his colleagues were 
devoting to the subject bespoke its importance. 
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On this occasion he pointed out how important the sea will be to Venesuela in 
the future and recalled that Venesuelen territory comprises more than 200 
keys, islets and islands in its Caribbean archipelago. 


He asserted that “mankind's future lies in the sea," mentioning that drillings 
off the coasts of Falcon and La Tortuga Leland have confirmed the existence of 
oil deposits. 


Mineral resources are waiting on the ocean floor to be developed as well. 
Perhaps the point that he was most interested in stressing was that our vast 
oceans contein food for the future. Deputy Curiel noted that according to 
Japanese research aquiculture (utilising algae as food) has yielded between | 
and 3 tons of protein per hectare, which is equivalent to a livestock yield in 
good pastureland. 
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Caracas BOHEMIA in Spanish 16-22 Mar 61 pp 36-38 
[Article by Jesus Seguias | 


[Excerpts) “Colonel, you are a hypercritical officer, and you lack tact in your 
human relations with superiors and subordinates, and thus you give the institution 
a bad name. For that reason your promotion is being denied again." 


This is the answer that supposedly was given to Air Force Colonel Braulio Martines 
Zerpa when he asked the reason for the continued denial of his promotion to briga- 
dier general. 


Col Martinez, dissatisfied with the decision, resolved to appeal to the Supreme 
Court of Justice to request that the Promotion Act be declared null and void with 
respect to the promotions of 1 January 1981 in the National Armed Forces, on the 
grounds that the promotions “reek of illegality.” That is how the appeal reads. 


To the nation's surprise, for the first time in the history of the National Armed 
Forces a half-page communique was published in a national newspaper informing the 
populace of Col Martinez Zerpa's situation. The latter has already hired an 
attorney, Dr Juan Luis Ibarra Riverol, who has his power of attorney. 


Most Sensitive Fiber 


On one occasion, 5 July 1976, President Carlos Andres Perez decided to give a 
speech in the patio of the Military Academy in “Conejo Blanc..." There, in the 
presence of the radiant sun and dozens of National Armed Forces officers, as he 
was about to grant the promotions corresponding to that date, he said: "There has 
been just and unanimous criticism in the (military) institution that there is no 
objective system for ensuring as much as possible that officers of the National 
Armed Forces are promoted justly.” 


Immediately afterwards, President Perez announced the introduction in Congress of 
the Bill for the Partial Reform of the Organic Law of the National Armed Forces. 
Applause and sighs of relief were heard from the dozens of hands, mouths and noses 
that witnessed the announcement . 


“Urgent matters will be taken into consideration,” said Perez. “One of them will 
be that of promotions. In this way, the problem most deeply disturbing to officers 
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will be resolved once and for all, and everyone will know by what criteria (the 
promotions) are effected in the future." 


When the president of the republic decides to reveal “the problem most deeply 
disturbing to officers," it is because that problem is self-evident. 


‘Plight’ of Officers’ 


As a consequence of the current promotion policy, among other things, many 
officers seem to be requesting permission to retire each year. 


In 1977, several officers requested permission to retire because "their merits 
were not recognized,” according to Senator Eleazar Diaz Rangel, then member of 
the Senate Defense Committee, during a debate on the issue of promotions. 


That year the following officers retired from the army: Colonels Carlos Julio 
Garcia, Octavio Acevedo Sanchez, Jose Olegario Rios Noguera and Guillermo Antonini 
Pacheco; Lieutenant Colonels Alvarez Cardier, Juan Irineo Lugo Mata, Rigoberto 
Dorta Rivero, Carlos Ruiz Moreno, Esqueda Torres, Garcia Santander, Euridices 
Gonzalez Almarza, Medina Zambrano, Tosta Rios and Gustavo Hernandez Diaz. 


From the navy, the following officers retired: Rear Admiral Manuel Diaz Ugueto; 
and Captains Tito Livio Zavarce Leon, Carlos Socrates Tovar, Sixto Felix Salazar, 
Jose Hernandez Quintana, Jaime Pirela Luengo, Oscar Arteaga Lugo and Luis Arteaga 
Lugo. 


Colonel Oswaldo Cardona and Licutenant Colonel Caballero Sandoval retired from 
the air force. 


Retiring from the Cooperative Armed Forces were Colonel Justiniano Ramirez Sanchez; 
Lieutenant Colonels Aguilar Hernandez, Pastor Urdaneta Loyo and Luis Amaya Marquez; 
and Majors Jose Garcia Guerrero, Marcecovetre Mejia and Edgar Silva Adrianza. 


This is just an example of what could happen every year. Meanwhile, the Bill for 
the Partial Reform of the Organic Law of the National Armed Forces is waiting 


in Congress. 


Ibarra Riverol: Practorian, Rightist Former Officer? 


Juan Luis Ibarra Riverol is one of the many officers who have decided to abandon 
their military career to pursue a civilian one. Today he is a federal attorney. 
Among is caseload is the case of Air Force Colone! Braulio Martinez Zerpa. In 
the past, he defended Simon Herbert Faull in the case of the "Military Scrap Metal,” 
and Captain Aristides Gonzalez (now deceased), who allegedly highjacked a Canberra 
plane from the air force in May 1973 and took it to Cuba. Ibarra Riverol has had 
many such cases. 


In this manner, Dr Ibarra Riverol is earning a reputation as a specialist in cases 
concerning military administration. But in addition to taking this kind of case, 
he is engaged in another, little known activity. 
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In 1979 Ibarra Riverol decided to found a national political movement that would 
provide an alternative to existing political parties. “We do not believe in 
politicians,” Ibarra told BOHEMIA in November 1979, "We have several officers and 
petty officers of different ranks, who could not express or develop their 
political ideas as long as they were active in the military. Now, with our 
organization, they see an opportunity to join and put into practice the political 
expansion of our homeland,” he said emphatically, explaining the basic composition 
of the 1,500 members he claims belong to the Venezuclan Nationalist Movement. 


Romembering his military background, Dr Ibarra Riverol asserted that “in the 
beginning this movement must have a single leader, and | am at the head of the 
organization.” We believes in the words of former German Chancellor Konrad 
Adenauer: “In politics one must be very sincere and always tell the truth.” He 
defines his movement as Bolivarian, and says it puts “nationalism above all other 
things." To clarify matters further, Dr Ibarra Riverol points out that “at a given 
moment in history, Fascism emerged in Italy because the people wanted to liberate 
themselves and become autonomous as they saw fit, and they had to make that 
determination; but | want to stress that our movement does not at any time desire 
to install any kind of dictatorship; we believe profoundly in democracy. . ." 


This former officer (practorian’? rightist’? ultranationalist’?) today appears to 
have cast “the first stone’ in an issue that until now was part of the secret of 
the National Armed Forces or the military cliques. And today the National Armed 
Forces find themselves in a very uncomfortable situation, because this kind of 
thing obviously cannot be aired in public; that is a universal law. 


What were the real motives for publishing that document’? Colonel Braulio Martinez 
Zerpa as well as retired Major and Attorney Juan Luis Ibarra Riverol have denied 
any connection with the publication of that document. It can be found at the 
Supreme Court of Justice, and any citizen can have access to it. So who did it? 


The speed of the military judges’ response is an indication of how delicate the 
Situation is. On Thursday 5 March the item was published, and by Friday 6 March a 
preliminary inquiry into the case of Colonel Martinez Zerpa and Dr Ibarra Riverol 
was underway. On Monday 9% March, Martinez was called to make a statement before 
the military courts, while Iberra Riverol did so on Tuesday 10 March. Depending on 
the results of the inquiry, it is possible that a disciplinary arrest may be made. 


Precedent 


One of the greatest doubts that has emerged in this case concerns the powers of 
the Supreme Court of Justice with respect to the National Armed Forces. 


it appears that the Supreme Court, considered to be “the highest court in the 
republic, with powers even to declare whether or not there are grounds to impeach 
the president of the republic in a given case," could indeed pass judgment on any 
administrative action by the Armed Forces. 


On one occasion, in 1972, an aviation major requested permission to retire. Hi« 
superiors, instead of granting his request, put him “on call," which meant that he 
was neither on active duty nor retired; he had no uniform, but did have a pension. 
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That ofticer then decided to appeal to the Supreme Court of Justice. After 3 years, 
the court ruled in his favor. The major put on his uniform once again while his 
superiors made a new decision. A short time later he had his answer: retirement 
was granted. Thanks to the intervention of the Supreme Court of Justice, the 
aviation major was successful. That retired officer is Juan Luis Ibarra Riverol, 
the same man who is now helping Colone! Braulio Martinez Zerpa. 


Hot Potato 


There is no doubt that the entire government has a hot potato in its hands. The 
case of military promotions has already caused controversy. One National Guard 
colonel, Rigoberto Mora Ruiz, also an attorney, claimed that "military promotions 
in this country are achieved by pulling strings or through political favoritism," 
and that he was requesting retirement because he was “sick of the persecution | 
had to suffer every time the Social Christian Party (COPEL) was in power." All 
this was because “1 have been identified with Democratic Action, and especially 
because I have had a close friendship with Don Luis Pinerua Ordaz." 


8926 
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COUNTRY SECTION VENEZUELA 


FRENCH DISCUSS OIL, NORTH-SOUTH DIALOG, CENTRAL AMERICA 
Caracas EL DIARIO DE CARACAS in Spanish 10 Mar 81 p 2 


(Text) Although Venezuela and France are on opposite sides of the North-South 
dialog, the two countries agreed yesterday to rouse it from the "standstill" 
that it has been at for several years and to get it moving again through 
“special efforts," French Foreign Minister Jean Francois-Poncet disclosed at 
the close of his official 3-day visit to Caracas. 


Francois~-Poncet returned to Paris last night on a Viasa flight and will be in 
Vienna on Friday for a meeting on the North-South dialog. This will be a 
preparatory gathering to the “limited summit meeting" that Mexico and Austria 
have taken the initiative to call for this year in Mexico City. 


The French foreign minister reported that he therefore dealt with the problem 
of the North-South dialog in the political phase of his talks with both 
President Luis Herrera Campins and Foreign Minister Jose Alberto Zambrano 
Velasco. 


"Both of our countries are worried about the deadlock and impasse that the 
North-South dialog has been at for some time now. We believe that special 
efforts of imagination, generosity and willingness must be exerted to rouse it 
from the standstill which it is at in the United Nations and other organiza- 
tions,” he said. 


Central America 


As he had disclosed on Saturday after his first meeting with Zambrano Velasco, 
Francois-Poncet said that Venezuela and France had found common ground with 
regard to Central America. 


“The French and Venezuelan points of views are almost absolutely identical 
with respect to an analysis of the situation and the stands taken by each 
country. France's position is that the only solution to the problem in El 
Salvador and other countries of the region is a political reconciliation that 
leads to in-depth economic and social reforms," he said. 


Even though he termed his country's relations with Nicaragua "normal ," 
Francois~Poncet recounted how he received Ronald Reagan's emissary just a few 
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days ago to take up the situation in El Salvador and disclosed that the U.S. 
reports coincided with information that France had from other sources. The 
documents that the United States showed his country and other European allies 
claimed and proved that communist nations were shipping arms to El Salvador 
through Cuba and Nicaragua. 


Perhaps for this reason Francois-Poncet said: "This reconciliation and these 
social and economic reforms will be successful only if there is no outside 
interference, in whatever form, especially the arms trafficking that is going 
on now." 


But he drew a distinction between the French and U.S. positions when he pointed 
out: "I think, and it is an essential part of France's viewpoint, that no 
military effort can be of help in arriving at a peaceful political solution for 
stability in this region of the world." 


Cooperation and Oil 


The French foreign minister announced that Venezuela and France could in the 
future sign an agreement to develop heavy oils, adding that in this connection 
private companies have already been negotiating, decisions have been made and 
a number of projects have been worked out. 


Francois-Poncet traveled to Canaima on Sunday and flew over the Orinoco oil 
belt. He said that he was “really impressed and moved by the size of the 
territory and the economic ventures there." 


At the press conference, immediately after listing the points of political 
agreement between his country and France, he acknowledged that trade relations 
between the two are still "very weak," inasmuch as they show a deficit for 
France. "In order to achieve balanced trade, we have to boost our exports to 
Venezuela," he said, underscoring France's willingness to provide technology 
for the development of heavy oils and other sources of energy, especially 
nuclear energy. 


8743 
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COUNTRY SECTION VENEZUELA 


BRIEFS 


STEEL INDUSTRY LOSSES--Caracas, 4 Apr (EFE)--Guillermo Briceno, president of the 
Orinoco Iron and Steelworks [SIDOR], has admitted that the enterprise lost $100 
million in 1979 and $1.2 billion in 1980, and although he said it will lost $1 
billion this year and several hundred million in 1982, he is opposed to a shutdown. 
However, Briceno said SIDOR will overcome its financial crisis by 1984. Briceno 
blamed the present situation on insufficient government contributions and to low 
government~maintained prices far below the index of the present inflation. [PA140058 
Madrid EFE in Spanish 0829 GMT 4 Apr 81) 





POPULATION SET AT 17 MILLION--The Central Office of Statistics and Population 
estimates the country's population at 17 million, the head of the office, 
Hector Martinez, has disclosed. The Central Office of Statistics and Infor- 
mation (OCEI) of the Presidency of the Republic is the agency in charge of 
coordinating and performing the work involved in the National Population and 
Housing Census, which will be conducted from 19 October to 20 November of this 
year. [Text] [Caracas EL UNIVERSAL in Spanish 5 Mar 81 p 1] 8743 
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